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BENNY WAMPLER: Good Morning. M nanme is Benny
Wampler. I’'m deputy director for the Department of Mines,
M neral s and Energy, and Chairman of the Gas and G| Board;
and I’11 ask the Board members to introduce themselves,
starting wwth M. Brent.

MASON BRENT: My name is Mason Brent and I’'m from
Heathsville, Virginia, and | represent the Gas and Q|
i ndustry.

BILL HARRI S: I’'m Bill Harris from Big Stone Gap.
represent the citizens of Wse County.

SHARON PI GEON: I’'m Sharon Pigeon. I’'m with the
office of The Attorney General.

DONALD RATLI FF: I’'m Donald Ratliff, from Wise
County representing the coal industry.

JIMMINIYRE: I'm Jim McIntyre of Wise, Virginia,
citizen appointee.

BOB WLSON: I'm Bob Wilson. I’m director of the
Division of Gas and O |, and principal director to the staff

of the Board.

BENNY WAMPLER: The first item on today’s agenda,

the Board received a report on the Board escrow account as
adm ni stered by Wachovi a Bank, the escrow agent for the

Board. M. WIlson, do you want to di scuss the docunent you

I

a
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passed out?

BOB WLSON: Yes, sir. This is our regular

quarterly report for the second quarter, cal endar year 2005.
Qur openi ng bal ance was $10, 836, 613. 95. W recei ved
deposits during the quarter totaling $722,361.02, and
recei ved interest paynents totaling $70,109.31. During the
quarter, disbursenments totaling $7,898.77 were made, which
| eaves a closing a bal ance of $11,621,185.51. Once nore, |
call your attention to the fact that they include in the
accounting here the running $15, 000 service fee. That has
not been debited during this quarter. I think they’ll get at
that during the next quarter, or half of that anount. Qur
interest rate for the last nonth of this quarter has |evel ed
off at 2.86% which is alnpbst exactly two poi nts higher than
our | ow point not too long ago, so it's | ooking considerably
better right now.

Attached to the regular reporting that you have
there is an accounting of the disbursenents that were nmade
during the first half of the year, and as you can see from
this a total of $40,088.39 were paid out to fol ks who had
conme before the Board and received di sbursenent orders.
That’s all I have.

BENNY WAMPLER: Questions from nenbers of the Board?
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MASON BRENT: Question here.

BENNY WAMPLER: M. Brent.

MASON BRENT: On your attachnment, it's titled for

the period of January 1 through June 30, but it |ooks Iike
the | ast di sbursenent was in March?

BOB W LSON: Yes, sir.

MASON BRENT: So has there been no activity in...

well, on the first page you show activity in April but it's
not included on this second page?

BOB WLSON: That...l think that is an artifact of

when they do their accounting. The entire anmount presumably
that was taken out during March ended up on the Apri
accounting. I...l would nmake that assunption. | can find
out if that’s correct, but that would be the assumption I’d
make. They... we have several different forns of reporting
that they do include in these and they use their regul ar
accounti ng net hods and statenent nethods which often neans
that transactions had taken place in one nonth only end up in
one of the statenment...the official statenent for the next
month, and | suspect that is the case here but that woul d be
supposi tion.

BENNY WAMPLER: O her questions?

(No audi bl e response).
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BENNY WAMPLER: M. W/l son, would you talk with the

Bank and ask them about that---?

BOB WLSON: Yes, sir, | sure will.

BENNY WAMPLER:  The next Board neeting, | mght do

a follow up.

BOB WLSON: Sure will.

BENNY WAMPLER: Ot her questions from nenbers of the

Boar d?
(No audi bl e response).

BENNY WAMPLER: The next itemon the agenda is a

petition from CNX Gas Conpany, LLC for pooling of coal bed

nmet hane unit BE-110, Docket nunber VGOB-05-0621-1460. We’d
ask the parties that wish to address the Board in this matter
to cone forward at this tine.

MARK SWARTZ: Mark Swartz and Les Arrington. M.

Chairman, the itens two through nine are all Mddle Ri dge
units. Itens two through seven all involve M. CGhent who
maybe you all renenber is sonebody who is agreeable to being
pool ed and very few others. I would propose if there’s not
an objection, that you put itens two through seven together.
There’s a...there’s some revisions to one of the...one of
the docket itens eight and nine. There are sone ot her people

in those. Since | can maybe put those two together, eight
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and nine, but the first two through seven m ght nmake sense to
conbi ne and save us a little bit of tine.

BENNY WAMPLER: Any obj ection to doing that, nenbers

of the Board?
(No audi bl e response).

BENNY WAMPLER: 1’11 go ahead and call the other

agenda items that’s in petition for CNX Gas Company, LLC for
pooling of coal bed nethane unit BF-110, docket nunber VGOB-
05- 0621- 1461; BG 109, docket nunber VGOB-05-0621-1462; BG
110, docket nunmber ending in 1463; BH 109, docket nunber
ending in 1464; and BH 110, docket nunber ending in 1465.
We’d ask the parties that wish to address the Board in these
matters to cone forward at this tine.

MARK SWARTZ: Okay. We’ll also be...on behalf of

the applicant, Les Arrington and Mark Swart z.
BENNY WAMPLER: Ckay. Let the record show there are

no ot hers. You may proceed.

LESLI E K. ARRI NGTON

havi ng been duly sworn, was exam ned and testified as
fol | ows:

DI RECT EXAM NATI ON

QUESTI ONS BY MR SWARTZ:
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You need to state your nanme for us.
Leslie K  Arrington.

Who do you work for?

CNX Gas Conpany.

VWhat do you do for thenf

Manager of Environnental permtting.

o > O » O >» O

kay. Wth regard to these...these pooling
itens that the Chairman has just called, were you either the
person that prepared the notices and applications and rel ated
exhi bits, or the person who...who supervised the peopl e that

did the work?

A Yes, | was.

Q one or the other?

A Yes.

Q Ckay. And did you in fact sign personally

all the notices and the...and the applications?
A Yes.
Q And then there are exhibit C’s included

which are well cost estimtes, correct?

A Yes, it is.

Q Did you prepare those and sign then?

A Yes.

Q Ckay. Wiat did you do to notify people that
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there woul d be a hearing today?

A We nmailed by certified mail, return receipt
requested for all those itens on May 20, 2005, and each one
of the was published in the Bluefield Daily Tel egraph. BE-
110 was published in the Bluefield Daily Tel egraph on May 26,
2005. BF-110, May 26, 2005. BG 105 was May 27, 2005.

Q Wait a minute. There’s...is there a 1057
A BG 109, I'm sorry.

Q Ckay. Was published when?

A May 27, 2005. BG 110, May 27, 2005. BH

109, May 28, 2005. And BH 110, May 28, 2005.

Q And have you filed your proofs with regard
to miling and with regard to publication with M. WI son?

A Yes, we have.

Q Do you want to add any respondents to any of

t hese six units?

A No.

Q Do you want to dism ss anybody fromthe six?
A No.

Q Okay. Who’s the applicant in every

i nstance?
CNX Gas Conpany, LLC.
And is CNX Gas Conpany, LLC a Virginia
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Gener al partnership?

A Ye...yes, it is.

Q Is it a wholly owned indirect subsidiary
Consol Energy, Inc?

A Yes, it is.

Q I s CNX Gas Conpany authorized to do business
in the Conmmonweal t h?

A Yes, it is.

Q | n each of these six applications, there’s a
request that soneone be appoi nted desi gnated operator,
correct?

Yes, it is.
And who is that?
CNX Gas.

o > O »

And in that regard, is CNX Gas Conpany
registered with the Departnent of Mnes, Mnerals and Energy?
Yes, it is.

And does it have a bl anket bond on file?

Yes.

o > O »

Ckay. Are all six of these units frac
uni ts?
Yes, sir, they are.

Do they all propose to drill one well?

10
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A Yes, they do.

Q In all six of these instances...let ne check
my notes here...in all six of these instances the...is...
well, I'm not sure---?

A Al'l of these are 58.74 acres.

Q kay. And in...in all of these, is the
proposed well in the drilling w ndow?

A No.

Q Ckay.

A Well, yes, they are.

Q It’s docket item eight?

A Ri ght .

Q So these docket itens two through seven, the
one well, is that located in the drilling w ndow?

A Yes.

Q Okay. And in all instances, we’re talking
about 58. 74 acres?

A Correct.

Q And what...what...what field rul es?

A M ddl e Ri dge.

Q Ckay. |Is M. Ghent involved in all of
t hese?

A Yes, he is.

11
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Q Rem nd the Board about himand his
pr ef er ence.

A He has indicated to us that he is going to
elect to participate either by carry or participation.

Q Okay. And he has al so indicated that he has
no objection to being pool ed?

A That’s correct, he has.

Q Okay. Wth regard to the outstanding
interest, the people that you’re seeking to pool here, Mr.
Ghent and a few other fol ks, what are the | ease terns that
you’ve offered to them and to the people that...that you’ve
been able to | ease?

A Qur standard coal bed nethane | ease is a
dol l ar per acre per year with a five year paid up term wth

a one-eighth production royalty.

Q Ckay. And...and would you continue to be
wlling to do that...that sort of |lease with the fol ks whose
i nterest are outstandi ng?

A Yes, we wll.

Q And woul d you reconmend that those be the
terms of any people...of any |ease that is deened to occur by

reason of election or failure to elect in a Board order?

A. Yes, we woul d.

12
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Q kay. Is it...is it your opinion that the
devel opnent plan for each of these six units, whichis to
drill one frac well in the drilling wi ndow to produce the
coal bed nethane, is a reasonable plan to devel op the
resource?

A Yes, it is.

Q And is it your opinion that if you take the
| easi ng and acquisition efforts that the applicant has been
able to acconplish and you conbine that with a pooling order,
that those two things would protect the correlative rights of
all owners and cl ai mants?

A Yes, it woul d.

Q Ckay. Now taking these one at a tine and
ki nd of going through them specifically, let's start

with...with BE-110, okay?

A Yes.

Q What is...what is your well cost estimate
here?

A BE- 110 is $253,248.63 to a depth of 2,912.

Permt nunber is 6696 and its not drilled.
Q Ckay. And what are you seek...what is the
interest that you are seeking to pool here?

A We’ re seeking to pool 20.9624 percent of the

13
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coal, oil and gas owners coal bed net hane interest.

Q Okay. And that means then that you’ve been
able to acquire, either by |ease or otherw se, what percent?

A 79. 0376 percent.

Q And in this unit there’s no escrow
acquired---?

A No.

Q ---correct? Turning to BF-110, what’s the
wel | cost estimte there?

A $252,588.95, to a depth of 2,895. Permt
nunber is 6702 and it's be..it has been drilled.

Q And...and in this, what are you seek...what
interests are you seeking to pool ?

A We’ve leased or own 93.0523 percent of the
coal, oil and gas interest, CBM interest. We’re seeking to
pool 6.9477 percent of the coal, oil and gas CBMinterest.

Q kay. And in BF-110, there’s no escrow

acquired---7?

A No.

Q ---is that correct?

A That’s right.

Q Turning to BG 109, what’s your well cost
estimate?

14
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A $252,571.53, to a depth of 2,962. Permt
nunber is 6716. It's...it is not drilled.

Q What are you seeking to pool ?

A We have 89.832 percent of the coal, oil and
gas owners' claim to coal bed methane. We’re seeking to pool
10. 168 percent of the coal, oil and gas CBMi nterest.

Q And again, with regard to BG 109, there’s no

escrow acqui red?

A No.

Q. Turning to BG 110, what’s your well cost
estimate?

A $250,935.90. Depth is 2,850. Permt nunber

is 6724. The well has been drilled.

Q Okay. And...and here we’ve got some
slightly different alignnent of percentages between the coal
oil and gas. What...what are you seeking to pool on the coa
si de?

A We have | eased 94. 0236 percent of the coal
owners claimto coal bed nethane, 93.1686 percent of the oi
and gas owners' claim to coal bed methane. We’re seeking to
pool 5.9764 percent of the coal owners' claimto coal bed
met hane, and 6.8314 percent of the oil and gas owners' claim

to coal bed net hane.

15
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Q Again, with regard to BG 110, there’s no

escrow acqui red?

A No.

Q Turning to BH 109, what’s the well cost
estimate?

A $254,199.45 to a depth of 2,930. Permt

nunber is 6703. The well has not been drilled.

Q Okay. Tell us what you’ve acquired and what
you’ re seeking to pool?

A We have acquired 93.5944 percent of the coal
owners' claimto coal bed nethane. And 92. 3497 percent of
the 0il and gas owners' claim to coal bed methane. We’re
seeking to pool 6.4056 percent of the coal owners' claimto
coal bed nethane, and 7.6503 percent of the oil and gas

owners' claimto coal bed nethane.

Q Agai n, no escrow was acquired here?
A Correct.
Q Ckay. And the last one of these six units

that we’re going to be talking about in this group, what’s
your well cost estimate for BH 1107

A $245, 670.21. Depth is 2,704. Permt nunber
is 6695. And it has not been drilled.

Q Ckay. Wiat have you acquired and what are

16
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you seeking to pool ?

A We have acquired 99.2124 percent of the coal
owners' claimto coal bed nethane, 94.0767 percent of the oi
and gas owners' claimto coal bed nethane. Seeking to poo
0. 7876 percent of the coal owners' claimto coal bed nethane.

And 5.9233 percent of the oil and gas owners' claimto coa
bed net hane.

Q And once again with regard to this
particular unit, BH 110, there’s no escrow acquired?

A No.

MARK SWARTZ: That’s all I have, M. Chairnan.

BENNY WAMPLER: What’s your estimated reserves from

each one of these?
A. I believe it's 300. I'’d have to look. 125
to 550 ncf.

BENNY WAMPLER: | saw yesterday that Consol was

spinning off CNX Gas Conpany. M...ny term but sonething..
sonewhere in that lingo. Has that occurred?
A No, not effective yet.

BENNY WAMPLER: Ckay. Questions from nmem--7?

MARK SWARTZ: Between now and next nonth, however,

it wll be. You may be hearing about it next nonth.

BENNY WAMPLER: Ckay. | was just naking sure we

17
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(No audi bl e response).

MARK SWARTZ: They nake us change every year or so,

BENNY WAMPLER: |s there any questions? Do you have

anyt hing further?

MARK SWARTZ: Not with regard to these units.

BENNY WAMPLER: |Is there a notion?

JIM McI NTYRE: Motion to approve.

DONALD RATLI FF: Second.

BENNY WAMPLER. Ckay. Mbtion and second, is there

any further discussion?

(No audi bl e response).

BENNY WAMPLER: All in favor, signify by saying yes.

(Al nmenbers signify by saying yes).
BENNY WAMPLER. (Opposed, say no.

(No audi bl e response).

BENNY WAMPLER: You have approval. The next item on

the agenda is a petition from CNX Gas Conpany, LLC for
pooling of coal bed nethane unit BB-122, docket nunber VGOB-
05-0719-1475. We’d ask the parties that wish to address the

Board in these matters to cone forward.

MARK SWARTZ: Mark Swartz and Les Arrington.

18



© 00 N o o b~ w N P

NNNNDN R R R R R R R R R
A W N b O © 00O N O O b W N — O

)
1

BENNY WAMPLER: The record will show no others. You

may proceed.

MARK SWARTZ: M. Chairnman, | would...l would ask

that we...I be allowed to incorporate Mr. Arrington’s
testinmony with regard to his opinion testinony concerning the
devel opment plan and the correlative rights, his testinony
with regard to the standard | ease terns fromthe prior
testinmony into this record, as well as his testinony with
regard to the applicant and operator.

BENNY WAMPLER: That wi || be incorporat ed.

MARK SWARTZ: Thank you.

LESLI E K. ARRI NGTON

DI RECT EXAM NATI ON

QUESTI ONS BY MR SWARTZ:

Q M. Arrington, you need to state your nane
agai n.

A Leslie K Arrington.

Q And I’'ve just reminded you you’re still

under oat h?

A Yes.

Q Ckay. Wio do you work for?
A CNX Gas.

Q And what do you do for thenf

19
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A I'm manager of environmental permitting.

Q okay. And did you either prepare or have
prepared under your direction the notice of hearing and
application and rel ated exhibits for BB-122?

A Yes, | did.

Q Okay. And did you sign both the notice of
hearing and the application?

A Yes, | did.

Q What did you do to tell people that there
woul d be a hearing today?

A We mailed by certified mail, return receipt
requested on June 17, 2005, and published in the Bluefield
Daily Tel egraph on June 17, 2005.

Q And. . .and have you provided M. WIlson with
copi es of your proofs of nmailing and proofs of publication?

A Yes, we have.

Q Do you want to add anybody as an additiona
respondent in BB-1227
No.

Do you want to dism ss anybody?
No.
Ckay. This is a Mddle R dge unit?

> O > O >

Yes, it is.

20
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o > O >» O

t he wi ndow?
A
Q

your attenti

What’s the plan here for development?
One wel .

One frac well?

Yes.

Okay. And is that |ocated inside or outside

It's outside the drilling w ndow.
Ckay. And...and directing the Board and

on to the plat, if you could give us a feel for

why it's...it's located where it is?

A

reason it's.

dwel ' i ngs.
Q
A
Q
A
Q

a pre-existi
A
Q
A
Q

It's actually up on a strip bench. It's

..it"'s there, trying to stay away fromthe

There’s a lot of houses----7?

Yes.

--up in the...the northern half of the unit?

Yes, it is.

Ckay. And the...and the actual |ocation was
ng strip bench---7?

Yes.

---you didn’t have to do any additional---7?

Ri ght .

---surface disturbance?

21
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Ri ght .
Ckay. Have you provided a well cost
estimate?
Yes, we have.
And what’s that estimate?
A $242,982.21, to a depth of 2,526, and
there’s no permit issued for this well yet.
Q Ckay. Wiat have you been able to acquire
and what are you seeking to acquire?

A We’ve acquired 91.5069 percent of the coal
owners' claim to coal bed methane. We’re seeking to pool
70...I'm sorry, we have 78.7388 percent of the oil and gas
owners' claimto coal bed nethane; seeking to pool 8.4931
percent of the coal owners' claimto coal bed nethane, and
21. 2612 percent of the oil and gas owners' claimto coal bed
met hane.

Q okay. And once again, this is a unit in
what field rules?

M ddl e Ri dge.
And it’s the...the acreage is what?
58. 74.

Same as what we’ve been saying-?

> O > O >

Yes.

22
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Q Ckay. |Is there an escrow acquired?

A Yes, it is.

Q kay. So for conflicts, what are the tracts
t hat need to be escrowed?

A 2-A 2-B, 2-D, 2-E, 2-F, 6-A and 6-B.

Q okay. And other than the conflicts escrow,

there is no other escrow requirenent?

A That’s correct.

Q And there are no split agreenents?

A | guess not.

Q At least as far as we can tell there is no

EE?
A Ri ght .
MARK SWARTZ: (Okay. That would be it for this one,

M . Chai r man.

BENNY WAMPLER: Questions from nenbers of the Board?

BILL HARRIS: M. Chairnman---.

BENNY WVAMPLER: M. Harris?

BILL HARRIS: M. Arrington, just one question about

the location again. If you’ll look at the plat, I know we’ve
| ooked at the BB-122 well down at the lower |eft corner and

I...and I know you’ve testified that there’s a strip bench

there. What about the other side of the creek there, 7-C, 7-

23
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A, sonewhere in there, that | ooks devoid of structures. Was

t here---7?

LESLI E ARRI NGTON: Well, we’ve just attempted to use

what the environnment gave us and this |ocation was kind of

pre-built for us, you know, strip bench. That’s the reason

we used it, yeah.

Boar d?

Bl LL HARRI S: Thank you.

BENNY WAMPLER. O her questions from nenbers of the

(No audi bl e response).

BENNY WAMPLER: Do you have anything further?

MARK SWARTZ: No.

BENNY WAMPLER: |Is there a notion?

JIM McI NTYRE: Motion to approve.

Bl LL HARRI S: Second.

BENNY WAMPLER. Motion and second. Any further

di scussi on?

(No audi bl e response).

BENNY WAMPLER: All in favor, signify by saying yes.

(Al nmenbers signify by saying yes).
BENNY WAMPLER. Qpposed, say no.

(No audi bl e response).

BENNY WAMPLER: You have approval. The next item on

24



1 the agenda is a petition from CNX Gas Conpany LLC for pooling
2 of coal bed nethane in unit BF-119, docket nunber VGOB-05-
3 0719-1476. We’d ask the parties that wish to address the
4 Board in this matter to come forward at this tinme?

5 MARK SWARTZ: Mark Swartz and Les Arrington.

6 BENNY WAMPLER: Let the record show there are no
7 others. You nay proceed.

8 MARK SWARTZ: M. Chairman, | would like to

9 incorporate M. Arrington's testinony regarding the

10 applicant, the designated operator, |ease terns and his

11 opinion testinony fromthe first six cases, if | could.

12 BENNY WAMPLER: That wi || be incorporat ed.

13 LESLI E K. ARRI NGTON

14 DI RECT EXAM NATI ON

15 QUESTI ONS BY MR SWARTZ:

16 Q Les, you need to state your nane again.
17 A Leslie K Arrington.

18 Q Who do you work for?

19 A CNX Gas.

20 Q And what do you do for then?

21 A Manager of environnental permtting.

22 Q And with regard to BF-119, were you...did

23 you either prepare the...the paperwork or supervise the
24
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peopl e that prepared it?

A Yes, | did.

Q kay. And...and with regard to the notice
of hearing...both the notice of hearing and the application,

did you in fact sign it?

A Yes, | did.

Q And were you the fellow that prepared
the...in particular that prepared the well cost estinmate?

A Yes.

Q And you al so signed it?

A Yes.

Q What did you do to tell people there was

going to be a hearing today?

A W mailed by certified nmail, return receipt
requested on June 17,2005, and we published in the Bluefield
Daily Tel egraph on June 17, 2005.

Q Did you provide M. WIlson with copies of
your proofs of publication and proofs of mailing?

A Yes, we did.

Q Ckay. Now this is the one unit today where
we’ve got some revisions, correct?

A Yes, it is.

Q And...and so the...the Board really needs to
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attend to the stuff that Anita just passed out to themor at

| east in part because those are revised exhibits, correct?

A Correct.

Q What was it that...that caused the need for
revi si on?

A We | eased an additional interest.

Okay. And if we look at Exhibit B-2 that
was passed out today, that identifies the person that was

| eased, right?

A That’s correct.

Q Her nane is Rita Gardner?

A Correct.

Q And are you asking that the Board dismss
her ?

A Yes, we are.

Q And that’s the point of Exhibit B-27

A Correct.

Q s the revision to B-3 sinply to delete her
as a | eased party---7?

A Yes.

Q ---because she’s no longer a respondent?

A That’s correct.

Q okay. And are the changes in the

27



[ —

© 00 N o o b~ w DN

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24

per cent ages on Exhibit A page two the result of shifting her

interest fromthe unleased to the | eased col unm?

A
Q

Yes, it is.

kay. Wth regard to BF-119, is this a

M ddl e Ridge unit?

A

Q

> O > O >

Yes, it is.

|s...is there one frac well| proposed?
Yes, it is.

And is it in the w ndow?

Yes.

And what’s the acreage?

58. 74.

And what’s your well cost estimate with

regard to this unit?

A
nunber is 6798.
Q

t he coal, oi

$241,641.10 to a depth of 2,579. Permt
The well has not been drilled yet.

And what have you been able to acquire of

and gas clains to coal bed nethane and what are

you seeking to pool today?

A

We’ve acquired 99.2509 percent of the coal,

0il and gas owners' claim to coal bed methane. We’re seeking

to pool 0.7491 percent of the coal, oil and gas owners' claim

to coal bed net hane.
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Q And is an Exhibit EE attached hereto,
correct?

A Yes, it is.

Q And it shows that people in tract 4-A have
split agreenents?

A It does.

Q And are you asking the Board to allow you to

pay themdirectly rather than escrow their noney and to pay

themin...in accordance with their split agreenent?
A That’s correct, we are.
Q And given the existence of the split

agreenent for 4-A, does that resolve the escrow i ssues, and
in fact, are there no escrow requirenments now?
A That’s correct, there is none.

MARK SWARTZ: Okay. That’s all I have with...wth

regard to this unit.

BENNY WAMPLER: Questions?

DONALD RATLI FF: Tracts 5A, B and C, there’s no

surface interruption there. Those tracts were unknown.

LESLI E ARRI NGTON: Correct, not disturbing surface

there, sir.

BENNY WAMPLER. O her questions from nenbers of the

Boar d?
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(No audi bl e response).

BENNY WAMPLER: Do you have anything further?

MARK SWARTZ: No.

BENNY WAMPLER: |Is there a notion?

DONALD RATLI FF: So nobved.

JIM M|l NTYRE: Second.

BENNY WAMPLER: Motion for approval and second. Any

further discussion?
(No audi bl e response).

BENNY WAMPLER: All in favor, signify by saying yes.

(Al nmenbers signify by saying yes).
BENNY WAMPLER. (Opposed, say no.

(No audi bl e response.)

BENNY WAMPLER:  You have approval. The next item

on the agenda is a petition from CNX Gas Conpany, LLC
appealing a decision by the director of the Division of Gas
and Ol with regarding a stay issue against permt nunber
6108. That’s CBM well number C-29, docket nunber VGOB-05-
0719-1477. We’d ask the parties that wish to address the
Board in this matter to cone forward at this tine.

MARK SWARTZ: Mark Swartz and Les Arrington.

BOB WLSON: Bob WIson as director of the D vision

of Gas and O I.
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BENNY WAMPLER: St ate your nane.

CLYDE HORN: C yde Horn.

BENNY WAMPLER: Let the record show there are no

others. You may proceed.

MARK SWARTZ: I’'m going to briefly summarize my

petition for appeal at sone point and if, you know, by sone
chance that some of you haven’t had a chance...chance to read
it, but the issue is really sinple and it's one issue. The
question is that...that we’re asking you to...to answer for
us today is...is basically this, if a person elects to
participate in a frac well unit and pays their noney, is that
an agreenent to allowthe well to be fraced or sinul ated?

The reason that this is inportant...inportant, there is a
provision in the permtting code in the Commonweal th, 45.1-
361.29 F2A, which says that if you’re going to frac a well,
you need a signed consent. And 2B says that signed consent
can be a literal consent, in other words, a consent formthat
says | consent to stinulate...the consent can be..the statute
says that consent can be a part of a | ease or sone other
agreenent. And the debate that M. WIson and...and Les
Arrington and | are having is...is an election, a decision to
participate where you say | want to participate in this frac

well unit and a tender of a check which necessarily includes
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a piece of that check is to frac the well. Is that the such
ot her agreenent that is required by the statute to allow M.
Wilson to say, or allow you to say, that’s...that’s a consent
under the law. And so the argument that we’re having, Mr.
Wlson and Les and |, is essentially is a matter of conmon
sense and obvi ously we have two different common senses
collectively here, is it as a matter of commobn sense
appropriate to say, “look, if you choose to participate in a
frac unit and you pay your noney, you just bought a ticket
for a frac well and you can’t go into a permitting hearing
and object.”

Now | et me sunmarize the events here for...for a
moment for you, the facts, but that’s the question. Just
what’s your take on that? That’s why we’re here today,
because obviously we have a disagreenent. This unit when the
title work was eventually done, this was...this was, you
know, subject for the discussion in front of M. WIson, or
at least during our interaction, when...when the title work
was initially done, for sonme reason or other the people doing
the title inthis tract...and so the permt was filed w thout
identifying sonme people who owned, you know, an interest in
the unit...when the title...they conpl ai ned, asked questi ons,

and the title work was updated. It turned out that they had
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mssed a tract. Les filed a pooling application, we cane
back here and pooled the fol ks that we had m ssed. The
orders were entered and sent out and the people, sonewhat to
our surprise frankly, chose to participate and sent their
nmoney. Sonme of the people cane to the hearing so they heard
testinmony about this is a frac well unit, there was going to
be one frac well drilled in this unit, you know, that there
were frac costs in Exhibit C. And so we | ooked at that and
we thought about that and we wote to M. WIson and we said
“look, we think that a decision to participate in a frac well
and the paynent of the cost that included sone of the cost to
frac the well is...is a consent.” And...and that’s the
factual setting of where we are.

M. WIson appropriately, when he | earned that
there were other people potentially in the unit, issued a
stay and said, you know, you need to sort this out. So, you
know, we pulled in during the stay period and we got the
el ection and | wote back to himand...or wote to himand
said “look, I think we’ve solved the problem, you know, we’ve
got what we believe to be a consent now and we want you to
1lift the stay.” And his response was “I’'m not lifting the
stay because I don’t agree with you.” You know, “I don’t

think that this conduct is a consent.” And...and that’s why
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we’re here, essentially to have you say it is a consent and
he needs to lift the stay.

The |l ast point that | would nake, because | really
don’t think this is particularly complicated, I mean, you'’re
either going to...your gut reaction to this is going to be
he’s right or we’re right. I mean, I guess that’s sort of
the way | see it. But the last point that I would nmake is it
just seems amazing to me that it couldn’t be true that a
election to participate in a frac well is not a consent
because if it's not a consent, we’re going to have to plug
this well. [It's...you know, the GCakwood rules are for frac
wells. And so what’s going to happen is we’re going to...the
escrow agent is going to take the noney, their share of
drilling the well, and then whatever it costs to plug this
well, they’re in the unit. We’re going to send them a bill
for that piece of noney. And that just to ne seens a pretty
amazi ng sequence. So ny point is, you know, sone of you may
be ol d enough to renenber the electric Kool-aid acid test,
you know, and Ken Keezee, pretty amazing book. But in that
book, the big thing was you’re either on the bus or you’re
off. And ny viewof this is you cannot choose to get on the
| want to participate bus and be out in front of it waving

your arnms and the permtting hearing say, “oh, but I didn’t
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consent to you operating this well as a frac well.” That’s
where I am and that’s...that’s the guidance that we need from
you. Now I’'d love to say that you need to just jump all over
Mr. Wilson but I think we’re having, you know, a difference
of opinion here and we need your help to resolve that. So
that’s where we are.

BENNY WAMPLER: M. Hor n?

CLYDE HORN: Yes, Attorney Donald...I’d like to make

a statenent, please. Attorney Donald R Johnson has
submtted a letter to the Board on ny behalf. | would have
preferred he be here in person but I couldn’t afford his fee.
Regardl ess, he has represented ny famly before and at the
time it was Oxy USA and this was in 1990. It is undisputed
that the ownership of the coal of which nmy and ny famly own
a sinple fee. | feel any representation by the unit operator
as to the ownership of the coal bed nethane was made in bad
faith. M. Dan Keen, a representative of CNX, brought ne
this | ease here and in the lease it states, "Al those
certain tracts of land recorded described in deed book 31,
page 84...184 and containing one acre." He then brought the
royalties. I told them I'd want to buy into the well and he

brought the fees and showed ne and all this good bit, and

35



© 00 N o o b~ w N P

NNNNDN R R R R R R R R R
A W N b O © 00O N O O b W N — O

)
1

then he brings ne a consent to stinulate, which | refused to
sign. I didn’t think I should sign it at the time. At the
time | submtted ny paynent for the election as a
participating operator, | also submtted a |etter dated March
24, 2005 with no consent to stinulate. M. Arrington and one
of his associates gave ne a receipt for both the letter and
my payment and here’s the letter that just states our names
and address and the cost of the well and no consent to
stinmulate. Also, | received fromdCyde L. Horn on 3/24 the
follow ng checks for participation in unit G29 and it states
the figures and the tracts and we’re also...and received the
letter dated 3/24/05, Leslie K Arrington, and with this
letter. Like I said, there’s no consent to stimulate and he
accepted. In order to protect my rights. I’d have to
participate or waive ny right as a participating operator if
and when the well is produced. It is ny understanding ny
paynment will go into a escrow account. The operator has used
for nore than fifteen years and continues to use the consent
required by the Code to keep others fromdrilling. In the
present situation, they drilled and fraced | ess than 750 feet
fromny property without nmy consent. Based on the Code and
the regulations, they were in violation of the law |

believe the inspectors were correct with the stay. | see no
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reason for the granting of the appeal for overturning the
i nspector's decision. Thank you.

BENNY WAMPLER: Thank you. M. WIson?

BOB WLSON: Yes, sir. | will anplify a bit of the

history of this particular conflict. Swartz has covered nost
of it. The original permt for this un...drilling this unit
was issued on March 19th of 2004. The well was drilled in
June of that year, conpleted in July. Subsequent to the
drilling and conpletion, | was contacted by M. Horn who
brought the allegation that he owned property...mnera
property and surface property within the unit. He had not
recei ved proper notifications. This is not sonething that
happens on a regular basis, but it does occur occasionally

t hat sonebody gets m ssed when a...an application to drill is
submtted. So | understand the procedure...l wote a letter
to M. Arrington, as the permtting Chief at CNX, instructing
himto do one of two things, either verify that the
information contained in the original permt application was
true and correct to the best of his know edge, or if he found
there were m stakes or oversights or whatever, that he would
notify us of that and that we would take the appropriate

steps to see that it was corrected. | received a reply from
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M. Arrington on Septenber 15th stating that they had indeed
overlooked Mr. Horn’s tract of land when they were doing
their title work and stated that he would submt the required
permt nodification in order to add M. Horn, nodify the plat
and give M. Horn his statutory rights under the permtting
process which is a fifteen day objection period. Part of the
requirenents also of the permtting process are that anybody
within 750 feet who owns coal has to give a consent to the
stimulation of that well. ©Now unfortunately, we’re in a
situation here where the well had al ready been drilled and
stinulated. It had not been hooked up yet, no production had
been taken from this well that I’'m aware of, but it had

al ready been drilled and conpleted. | issued a stay agai nst
the permt pending the approval of the nodification on the
17t h of Septenber. The nodification was submtted on the
28th of Septenber. The notification process and the fact
that M. Horn was recogni zed as an owner and M. Horn and
sone of his famly, other people were recogni zed as co-
owners, neant that there was a required consent stinulate for
that piece of property. The stay that was issued stated that
no operations could take place on that well site other than
mai nt enance of the disturbed property and proper care to nmake

sure that it...it remained in good condition and that the
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stay would be lifted when the nodification of the permt was
approved.

The pooling, as M. Swartz stated, was approved by
the Board on the 19th of COctober and a suppl enental order was
recorded on the 27th of April showng that M. Horn had
el ected to participate as a full participant according to his
share in that well. | received a letter fromM. Swartz on
May 18, 2005, stating that they considered the act of
electing to participate in the well and filing the necessary
paynments with that to be a consent to stinulate the well and
ask that the stay be lifted. | in turn responded, denying
the lifting of the stay, and | based that on ny reasoning
fromthe statute which says that the stinulation of coa
requi res a signed consent fromthe coal operator. It also
says that it can be contained in the | ease or other such
agreenent. | viewed M. Horn's reply to the Board order as a
totally separate nmatter. There are deadlines in the orders
that you issued. He had a certain period of tinme which he
had to respond to that or lose his rights under the Board
order. He elected to participate. He had stated on a nunber
of instances, as he pointed out earlier, in letters that he
has not given the consent to stimulate. I don’t understand

why sonebody woul d chose to participate and pay their noney
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and then not allow the progress...the progress to nove

forward, but that’s not part of what | consider in this

permitting decision. I don’t...I don’t need to understand
that, that’s...that’s somebody else's business outside of my
jurisdiction. So we...| denied the lifting of the stay and

under the provisions of the Gas and G| statute, Section
45. 1-361- 23, an agreed permt applicant can appeal directly
to the Board without it going through an informal hearing
process in our shop and that’s what they chose to do. I
believe that...that’s all that I have at this time.

BENNY WAMPLER: Questions from nenbers of the Board

of any of these fol ks?
(No audi bl e response).

BENNY WAMPLER: So, the well was drilled in March?

BOB WLSON: Yes, sir, the well was...the well was

drilled in June---.

BENNY WAMPLER: | n June.

BOB W LSON: June 16th, the well was drill ed. |t

was conpleted in July of that year. This was prior to ny
bei ng contacted by M. Horn.
BENNY WAMPLER: It was already drilled and

stinul ated before he...before you had contact with hinf

BOB W LSON: Yes, sir.




BENNY WAMPLER: At that point, he’s...he’s notified

you that he was never made aware of the well was going to be

drilled?

BOB WLSON: Yes, sir.

BENNY WAMPLER: He’s a coal owner?

BOB WLSON: He is a coal owner

MARK SWARTZ: I wouldn’t be here if he hadn’t
participated. To me it’s a consent. | mean, how can you pay

your noney to becone a partner in a frac well and say you
haven’t consented to the frac. I mean, that’s my question.

CLYDE HORN: T paid my money but I didn’t consent.

| notified Consol a couple year ago that we owned the
property. And in 1990, they knew we owned the property but
they disregarded that. And essentially, nowit's been put in
escrow and they’re claiming title to the gas. I think that
we own the gas. And until that’s resolved, I'm not going to
get anything out of it. 1It's in escrow and they’re claiming
title to the gas which I have deeds that state that we own
the gas and coal in sinple fee.

MARK SWARTZ: I really can’t extract an answer to my

question from what you’ve just told me. I mean, I don’t know
how you can say to somebody “I want to be a partner in your

frac well but I don’t want it to be a frac well.” I...I just
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can’t get there from here and I wouldn’t be here if this
hadn’t happened. Frankly, we’re kind of amazed that you
participated in the well to be blunt, you know.

CLYDE HORN: Well, I'm relying on the advise of my

counsel .

MARK SWARTZ: Well, M. Johnson you...you need to

probably ask hima few good questions, you know, because
I...I don’t understand...I just don’t understand this. I
mean, I’'ve got the same problem the disconnect that M.

Wl son has. | nean, he says it's not his job to...to
understand non linear behavior, but this just doesn’t make
any sense to ne. And...and...and, you know, | think it is
not a bad thing for a Board to send a nessage to peopl e who
chose to participate as partners in a well that they’re in a
partnership with an operator who has a right to operate the
wel | .

BENNY WAMPLER: Well, ny...ny dilenma is this, and

I...I"11 just state this, not to sway the Board but just an
opinion here, when a company drills and fracs and hasn’t
notified the person, that person...that individual has an
action that’s civil, not before this Board. So I don’t
know. .. otherwise, | think the Board woul d send the operator

message here that we don’t have, you know, rather than to
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send t he person inpacted.

But then trying to sort that out between the action
that’s a civil action and the action that’s...that the Board
legitimately has before it is nore conplex and I m ght ask
Sharon to...advise us as to...as to | aw

SHARON PI GEON: Wl |, | think that you have to | ook

at the definitions action, 45.1-361.1. And in the definition
of gas or oil operations, which is what we’re talking about,
it includes stimulating. So by definition when you deci ded
to participate, that’s what you agree to participate in.
That’s one of the things. And then if you pick up over at
45. 1- 361. 29F2B, the consent can be included in other such
agreenent. And | think this is that situation.

CLYDE HORN: May | say sonething, I didn’t have a

choice. 1If I didn’t participate...hadn’t participated, I
woul d have waived ny rights and it would have gone to
what...election 92. | had...l had no alternative. 1In other
words, either I participate as an operator or I’d have waived

my rights.
SHARON PI GEON: Well, | think after you decided to

participate, you’re estopped, that is a legal term, from your
objection to stimulation fromthat point on. Now, back to

what M. Wanpler was saying, prior to your election to



© 00 N o o b~ w N P

I N = T e e N T o s =
b O O 00 ~N o o o W N - O

22
23
24

participate, you have a good cause of action perhaps for
trespass and damages because there was no consent prior to
that time. But we’re talking really about two very distinct
periods of tine.

MARK SWARTZ: Just to respond to...to your

observation, M. Chairnman, there...there have been a couple
of instances...I mean, listen, I’'ve been doing this for at
| east fifteen years, | think, and there have been a coupl e of
instances where we’ve made a mistake and drilled a well and
we plugged that well. So in terns of a pretty draconi an
outcone in front of this Board and in front of M. WI son,
if...if there hadn’t been a participation here, we...this
well would be plugged. GCkay. And we would have just let a
$25, 000 exercise in futility vis a vis you, and he m ght be
incivil court or not. But there have been a couple of tines
when we have not been able to recover froma well where
there’s been a mistake made. I mean, you know, there’s a
huge incentive on their part not to nmake m stakes because
that’s the inevitable outcome.

You know, what’s unusual about this case is the
choice to participate in a frac well after it had been
drilled, you know, which frankly kind of surprised us. And

we took it as a positive sign, | guess, but it..you know, it
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hasn’t been...there have been situations in the past where
that hasn’t occurred. So, in terms of consequences, I
just...there are consequences. |In this regulatory setting
when you nake a m stake, they can be pretty draconi an because
he’s not going to let us produce a well without a consent.

If T didn’t have participation here, I’'d have...I think I've
got a heck of an argunent, but | have nothing to talk to you
about. We wouldn’t be here. We’d be getting, you know,
filing the plug-in plans. So, I mean, that’s...you know,
this is...noww Il this happen again? Mybe. WII| sonebody
participate again? Maybe. But I mean, I don’t think this
sends sone kind of bad nessage that when you participate in a
unit, you’re in there. You know, you got on the bus. And I
don’t think it sends like some bad nmessage to the people for
the future or set sone precedent for you guys that...that you
might not want to live with. So this is where I'm...this is
at least ny take of this particular situation, which nmay
never happen again. W knows?

BENNY WAMPLER. O her questions from nenbers of the

Boar d?

BILL HARRIS: M. Chairnman---7?

BENNY WAMPLER: M. Harri s.

BILL HARRIS: ---let ne just ask about this escrow
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account. At present there’s an escrow account holding money.
Now was that set up initially---?

MARK SWARTZ: The order sets that up.

BENNY WAMPLER: Yeah, when we...when we issued the

or der.

BILL HARRI S: Well, the reason I’'m asking is you’re

sayi ng that they have your noney in an escrow account. |Is
t hat your---7?

CLYDE HORN: That’s my understanding. They clai m

title to the gas which | owned it in sinple---.

BILL HARRI S: Well, no, that’s what that means,

t hough. An escrow says that there are other people who al so

claim--.

CLYDE HORN: Ri ght.

BILL HARRI'S: --ownership of the gas and so noney
is set aside---.

CLYDE HORN: Ri ght.

BILL HARRIS: ---until that is settled. And I
woul d i magi ne- - -.

CLYDE HORN:. M ne is in escrow, also, right?

BILL HARRI S: Yes, it is. Yes, it is. They’re

hol di ng the noney that you would normally...that you

are...well, I don’t know what |anguage to use, are entitled
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to | would say---

MARK SWARTZ: What his share of the costs---.

BILL HARRI'S: ---pending sone type of resol ution

here.

MARK SWARTZ: We haven’t been able to (inaudible)

the well because we’ve got a stay.

BILL HARRI'S: What...could | ask you why you. .. why

did you refuse to sign the stinulation agreenent, was it
just...did it just catch you off guard or sonething not been
done or did you---?

CLYDE HORN: Well, they’re claiming that they’re---.

BILL HARRIS: ---feel the thing was inappropriate?

CLYDE HORN: It's my understanding they’re claiming

title...that’s in conflict, the gas ownership.

Bl LL HARRI S: But that’s what the escrow account

does, though.

CLYDE HORN: But | would have to take it to court to

determ ne the ownership, wouldn’t I?

BENNY WAMPLER. Or...or agree. O have an agreenent

...Separate agreenent. A |lot of people---.

CLYDE HORN: Well, I haven’t been approached with a

separ at e agreenent.

BENNY WAMPLER: Wel |, a | ot of peopl e approach...
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mean they...who...who approaches who? It's gone both ways,
but sonetinmes the individual approaches the conpany,
sonetinmes the conpany approaches the individual. The ones

t hat have been before the Board have been a 50/50 split.
That’s the only ones we’ve dealt with to date, I think. I
don’t recall any except a 50/50 split where the two parties
agree to divide the money 50/50. Now that doesn’t mean you
get all the noney that would still be according to your
participation. I don’t want to mislead you here, but if you
agree to 50/50 then by percentage of participation.

CLYDE HORN: I don’t think there’s any 50/50, Mr.

Wampler, | think I own it.
MARK SWARTZ: Well, that’s a choice.

BENNY WAMPLER: Well, that’s a....that’s what...

that’s what has to be resolved in court, that part.

Bl LL HARRI S: Because we can’t...we can’t decide an

owner shi p.

CLYDE HORN: Well, | understand that. | under st and

t hat .

BILL HARRI'S: But the noney is...the noney has been

put aside for whenever that decision or agreenent is done.

CLYDE HORN: But you asked nme why I hadn’t.

BILL HARRI S: Yes.
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BENNY WAMPLER: And that’s---.

MARK SWARTZ: Well, Yukon Pocahontas is the other

owner. Not...I mean, we don’t have a dog in that hunt and
that’s listed in the paperwork that’s got a pooling order.

BILL HARRI'S: Yeah. Have you talked with the Yukon

Pocahont as fol ks?

CLYDE HORN: No, I’ve only spoke with Mr. Arrington.

MARK SWARTZ: Well, we don’t own it, so I mean...

Yukon Pocahontas is...is the other owner or the other
claimant and their address, you know, they’re easy to find.

BILL HARRI S: So they’re claiming ownership to the

same gas you’re claiming?

CLYDE HORN: Ri ght, but they drilled the well.

BILL HARRI' S: Yes, they did. Well, what they do

again since they...they aren’t claiming ownership of the gas.
They’ re saying this belongs to someone else, that’s in
conflict as to who owns it, so that noney is set aside. So
the escrow noney is there. You know, what portion of that
goes to you, what portion...and you’re saying 100 percent
should go to you, but the other fol ks have probably---.

CLYDE HORN: The...of the one acre, the percentage

that | own. | mean, | own like...l own one acre or

whatever...part of one acre of my family. I don’t want to
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get 50% of that one acre as ny part.

Bl LL HARRI S: Yeah. The Yukon Pocahontas fol ks

again are claimng the sane gas in the sane | ocation?

MARK SWARTZ: They’re the adverse claimant, the

conflicting claimnt.

LESLI E ARRI NGTON: They’re the oil and gas owner,

right? They’re the o0il and gas.

MARK SWARTZ: They’re the oil and gas owner and he’s

got the coal

BENNY WAMPLER: Well, we’ve dealt...we’ve dealt with

that previously in a Board order.

BILL HARRIS: So, really you need to...you need to

talk to themis really where...where that | eaves you because

legally we can’t say that your order is in---.

CLYDE HORN: Well, | understand that but | stil

haven’t given a consent to stimulate.

BILL HARRI S: Well, I don’t know what to advise you

t hen.

BENNY WAMPLER: That’s...I guess that’s the real

deci sion before the Board whet her you have or whether you
haven’t, in effect. That...that as I see is...is the Board
decision. Then...did participate...did participation result

in a consent? That’s really...you tell me, Sharon, if you
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disagree, but I think that’s really what’s...where the
Board...boiling all this down, that is the decision

SHARON PI GEON: Yes, that’s your issue.

CLYDE HORN: Right. But I...but I had no choice, in

choosing that, | waived ny right.

BENNY WAMPLER: Well, I mean...you know, I don’t

know you were estopped fromcom ng back before the Board, you
know, during that period of tine so.

MARK SWARTZ: Well, he had options.

BENNY WVAMPLER O...or do---7?

MARK SWARTZ: | nean, election options neans that.

He had several choi ces.

CLYDE HORN: Had t hree.

MARK SWARTZ: Right. So when you say you didn’t

have a choice, you did. You could have said, “I'm going to
be carried.” You could have said, “I want to negotiate.”
You could have said, “I’'m not going to do anything and be
leased.” If you...if you would have elected to be leased or
deened to have been leased, we wouldn’t be here today.

BILL HARRIS: But he would still be in a situation

of...as a conflicting claimant with the ot her folks.

MARK SWARTZ: Well, the well would be plugged. |If

he was deemed to have been leased because he didn’t do
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anything, I mean I wouldn’t be here arguing, but the failure

to do sonething is a choice. | nean it is a choice, but it's
not an affirmative...act like, you know, I'm going to
participate and here’s my money. He had choices. He may

have m sunderstood t hem perhaps or maybe M. Johnson gave him
some bizarre advise, you know, but Johnson’s not here. We
don’t have the benefit of his recollection of what happened
but, you know, he chose to be a partner.

CLYDE HORN: I'm just...I’'m just asking that the

rule of law apply to ne as it does to them

BENNY WAMPLER. O her questions from nenbers of the

Boar d?

DONALD RATLI FF: M. Chairman---7?

BENNY WVAMPLER: M. Ratliff.

DONALD RATLIFF: If | understood what Ms. Pigeon

read to us, the election to participate, according to
statute, was a consent. |Is that..is that the way you
interpret the |aw

SHARON PI GEON: What | read to you initially was the

definition for gas, oil...or oil operations and it includes a
whol e laundry list of activities. It specifically includes
stinmulating. Wth that definition for what you are

participating in as a gas operation, | think that then neets
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the statutory requirenent under 45.1-361.29F2B. The consent
required by this section nay be one contained in a | ease or
ot her such agreenent. And | think that nmeets the other such
agreement requirenent.

DONALD RATLI FF: M. Chai rman, when...when you send

out your elections to participate, what’s involved in that
docunent ?

MARK SWARTZ: It’s a Board order actually. It's

your order that goes out and it says you have these choices.

DONALD RATLI FF: You have the el ecti on.

MARK SWARTZ: You have these choices and it gives

kind of a description of themand...and...and it tells them
you’ve got a, I think it's 30 days, if I'm not mistaken.
And...and it tells, I’'m sure, when you were elected to
participate, you know, you got to...you got to pay your noney
and there’s a..there’s a time limit for that as well. So
it's..it's spelled out in your Board order. We don’t tailor
a election notice to people. W send themthe order you
enter and that’s what causes them presumably to make the
choice or toignore it, which a |ot of people do.

DONALD RATLI FF: M. Horn, in Cctober of 2004, you

wote the letter saying that you did not give consent, but

then in March of 2005, you wrote checks and you’re saying you

53



© 00 N o o b~ w N P

NNNNDN R R R R R R R R R
A W N b O © 00O N O O b W N — O

)
1

felt like you were trapped if you didn’t do that, you
were---.

CLYDE HORN: |...l1 did that with advi se of counsel

to...yes, | felt like | was trapped. | nean, | was given

either that option or the 92 which is one eighth or twelve
and an eighth or sonething of that nature. It's option 92
that automatically fell to that option if I didn’t make a

choice, or | could have took the carrier thing which---.

MARK SWARTZ: W coul d have appeal ed too.

DONALD RATLI FF: But on these dates he knew t he

tracts were corrected---.

MARK SWARTZ: He was...| think you were at the

hearing. Weren’t you at the hearing?

CLYDE HORN: | was here at the hearing.

MARK SWARTZ: Right, at the pooling hearing.

DONALD RATLI FF: The pooling hearing was in

Sept enber ?
MARK SWARTZ: Cctober, | think.

BOB W LSON: Yes.

MARK SWARTZ: Cctober 19t h.

BOB WLSON: Yes, COctober 19th was when the pooling

order was approved.

DONALD RATLIFF: So we had this letter dated Cctober
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12 at the pooling order? 1s that on the day of the hearing?

BOB W LSON: Now that’s one of the letters that Mr.

Horn had sent fromtine to tine stating his | ack of consent
to stimulate. I'm not sure...the October 12th letter---.

BENNY WAMPLER: I can’t read when it was received.

BOB WLSON: If that...as | recall, this letter was

received prior to the Board hearing and in response to
receiving the notification of a pooling. M. Horne received
the notification and he sent this letter to us at that tine
basically stating...l think you see there. And | believe he
had another letter that was included in there dated March 14,
2005, in which M. Horn states that he and his famly el ect
option one, to participate in the well, but then in the next
par agraph, the sane fol ks do not give or nmake any concessi ons
as to the consent stinulation. The final paragraph says,
"Furthernore we have not given consent to stinulate to any
drilling units in the 80 acre grid."

MASON BRENT: M. Chairnan, can | ask M. Swartz one

question?

BENNY WAMPLER: M. Brent.

MASON BRENT: When the Board orders are drafted and

di stributed, would you characterize for nme in sone fashion

how many people elect to participate as opposed to being

55



© 00 N o o b~ w N P

NNNNDN R R R R R R R R R
A W N b O © 00O N O O b W N — O

)
1

deened to | ease?

MARK SWARTZ: It seened for a long tine nobody did.

MASON BRENT: Ckay. Nobody?

MARK SWARTZ: Nobody to participate. Lately it's

fairly common, I'm thinking maybe five or ten percent
of...five percent of the tinme. | nean, conpared to the past.

MASON BRENT: Five percent of the tine?

MARK SWARTZ: Yeah. And we see a |ot of people

going carried, too. So both of those options are people are

electing to be carried or people electing to...like he did.
But | bet the first ten years, | nean, you could count on one
hand. But recently they’re...I mean, Mr...Mr. Ghent is a

good example. He’s participated probably fifty tinmes. And
there are ot her people...people and conpanies that are
participating in some way. So maybe five..I'm thinking it's
nmore than five out of a hundred but maybe...mybe Les...Les
woul d know better.

LESLI E ARRI NGTON: It's not. Fi ve out of...that

m ght be a high nunber, but five out of a hundred maybe.

MASON BRENT: Well, that kind of strikes nme...if

sonebody elects to participate, that that is sonewhat unusua
so that’s---.

MARK SWARTZ: | say it is, yeah
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CLYDE HORN: Well, nostly no one is aware that you

can participate, as ny attorney said. Wen...usually when
they bring the contracts such as this to | ease, you know, it
nore or less states 92. Gve an option to sign the |ease,
but it's not brought out that you can parti ci pate.

MARK SWARTZ: Everybody who’s pooled gets the same

or der.

BENNY WAMPLER: It's also a law and that’s what’s in
t he order.

CLYDE HORN: Ri ght, once you get it.

MARK SWARTZ: Yeah. | mean, | had conversations
with people...l nean, sone people will hire a | awer or have

a family member who’s an attorney so they get a pooling order
in the mail and I get a call. I’'m sure Les gets many more
but for sone reason every once in a while sonebody calls ne,
which isn’t always the best choice but...and if I try to have
a substantive discussion with sonebody about participation,
we get distracted in the partnership issues and liability
issues and, you know, what’s the number going to be down the
road. Wiat additional noney am | going to have to cone up
with and so forth, insurance issues and so forth. And a | ot

of people, I think, who pursue participation, I’'m not saying
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that’s a big number, but of the subset of people who look at
it and say “yeah I might want to be a partner,” a lot of

t hose people are totally run off by the uncertainties of
being a partner. And so people who ook at it rationally
often tinmes are not persuaded to take that risk and
make...you know, and that certainly is an inforned choice. |
mean it’s an informed choice to say I'm willing to...to get
on this... this...on this enterprise and...and hope to nmake
sone noney, ny proportionate share of it, but it's also a
reasonable... you know, I’'m afraid of the risk associated
with this. What if there’s a blow out, what if there’s a
fire, what if there’s an injury. And so |...you know, | have
t hose ki nds of conversations with people who are thinking
about it and then ultimately decide not to do it.

MASON BRENT: So it seens to ne that if you do

indeed elect to participate, you’ve given this an awful lot
of thought---.
MARK SWARTZ: One woul d hope.

MASON BRENT: ---about the risks involved and

everything that’s involved and it's not a decision you’re
just making of f hand.

MARK SWARTZ: You’re becoming a partner with a

company that you don’t know. I mean, really.
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DONALD RATLI FF: M. Chairman---.

BENNY WVAMPLER M. Ratliff.

DONALD RATLIFF: If we had the letters, M. WI son,

at the tine of the hearing and we approved the application at
that tinme, what changed that nmade you issue the stay?

MARK SWARTZ: He’d already issued it.

DONALD RATLI FF: You had al ready issued the stay at

the time of the...of the hearing?

BOB WLSON: Yes, sir. The stay had been issued at

the time of the pooling and, of course, now we’re talking
about two different processes here, the permtting process
and the pooling process. Technically they’re totally
separate processes. But the stay was issued prior to the
pooling order. I..as |I renenber, | believe CNX nmade the
attenpt to get a |lease fromM. Horn and were unsuccessf ul
and after they had di scovered another plat and then they
filed for the pooling.

MARK SWARTZ: | think you issued a stay in Septenber

and nust have filed for a pooling in | ate Septenber because
it was heard in Cctober, | think is the sequence of things.

BENNY WAMPLER. Any ot her questions or coments?

(No audi bl e response).

BENNY WAMPLER: |Is there a notion?
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MASON BRENT: Mr. Chairman, based on what I’ve

heard of the law and what I’ve heard in testimony here and
the fact that I think if you do elect to participate, you’ve
given this an awful ot of thought, |I nean it's not sonething
that you’re just doing off handedly. I would move that we
lift the stay and let the well|l proceed.

BENNY WAMPLER: W& have a notion, is there a second?

JIM M|l NTYRE: Second.

BENNY WAMPLER. Second. |Is there any further

di scussi on?
(No audi bl e response).

BENNY WAMPLER: All in favor, signify by saying yes.

(Al nmenbers signify by saying yes).
BENNY WAMPLER. (Opposed, say no.

(No audi bl e response).

BENNY WAMPLER:  You have approval. Thank you.

BOB WLSON: M. Chairman, if | could just nake a

coment at this point?

BENNY WAMPLER: Yes, sir.

BOB WLSON: Again, | think that this is after all

the vote and everything, but I think you nmay have felt that
that was to protect your right by...by opting in and

participating and that has ot her advantages but still the
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bottom line is the money that you’re claiming for your gas is
al so been cl ai ned by sone other conpany, not CNX, and
that’s...that actually requires a Court action of some type.
So you need to realize that.

CLYDE HORN: | realize that.

BOB WLSON: And see...and see, producing

i noperatives in the well is not going to affect that. |
mean, if it's..it's...well, let nme just be quiet about that.

CLYDE HORN: Ssandra Day O’Connor said in her

dissent, it's just for the well heal ed.

BENNY WAMPLER: ILet’s take a five minute break.

( OFF RECORD) .

BENNY WAMPLER: Okay. We’ll come back to order.

The next itemon the agenda is a petition from Equitable
Production Conpany for creation in pooling of a conventional
gas unit V-503807, docket nunber VGOB-05-0719-1478. We’d ask
the parties that wish to address the Board in that matter to
cone forward at this tine.

JIMKAISER. M. Chairman, Jim Kai ser and Don Hal

on behal f of Equitable Production Conpany.

MARK SWARTZ: I’'m here because they’ve graciously

consented to let M. WIlson and | speak to you for a |ong

time.
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BENNY WAMPLER: I’'m going to let you do that.

MARK SWARTZ: Okay. That’s...that’s why I’m here.

BENNY WAMPLER: Ckay. All right. So the

parties...there are no other parties, so we’ll proceed with
that. Go ahead, M. WI son.

BOB WLSON: Thank you. | apologize. | was going

to do this before everybody escaped before the break there,
but I let it slip away from me there. 1I’ve been contacted by

CNX. They are about to submt sone applications for permt

to drill frac wells over the Beatrice gob area. The Board
issued an order. I’'m not even sure when this was. It's one
of the orders in 1996, addressing production fromthe

Beatrice sealed gob field basically taking the eighty acre
Cakwood units and allow ng the gas that's accunulated in the
gob of the sealed mne to be allocated to various units.
They...the Board determ ned al |l owabl e for each unit as you

all remember and from time to time, we’ve addressed these

all owables. Wll, the proposal nowis to, as | understand
it, do a couple of things, drill new wells into the overlying
sedi nents and the overlying coal seans, conplete these as

frac wells. They will not be conmmunicating with the gob and
go back into sone of the older wells, possibly sone of the

ventil ation holes and sone of the existing gas wells naybe.

62



© 00 N o o b~ w N P

NNNNDN R R R R R R R R R
A W N b O © 00O N O O b W N — O

)
1

Partially plug them back to the unfractured section and
produce those wells as frac wells.

We revisited the order when | first found out about
this and found that the order does address seal ed gob gas,
but it also lists all coal below the Tiller as being subject
to this order. And that is basically...that’s all the coals
that are producing the OCakwood field is for this...from
Tiller dowmm. And as | read this order, that restricts
production in that area to seal ed gob type production in
those seams and all the others. 1I...I don’t want to
di scourage the...the subm ssion of the application for this.

| think that it has probably bypassed gas that can only be
picked up in this direction, but I don’t think it can be
produced under the existing Beatrice field...Beatrice field
rules. And | wanted to bring this up before the Board to see
how...what the feeling is, how you think it should be
handl ed. How do we...how do we address this. | have passed
this by Sharon Pigeon, who has | ooked at the order this week
as well, so hopefully she can offer sone advice as well. But
...l told these folks that as it stands right now, | cannot
issue permits...I don’t think |I can issue permts in this
area for frac wells in any of these seans that are listed

here as being dedicated to Beatrice gob gas.
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BENNY WAMPLER: M. Swartz?

MARK SWARTZ: When...when Les tal ked to ne about

this, I went back and | ooked at the order and...and | tal ked
to Bob about it and frankly, both of us were pretty surprised
the way the order was franed. The 350 million per unit

al l owabl e was essentially cal culated by taking an esti mate of
the gas contained in the mne and dividing it by the nunber
of units. | think sone of you, you know, were on the Board
at that time and remember that, that that’s...so the number
that you can produce was calculated in...in a way that
pertained only to the Poca 3 seam but when the order was
drafted, | think it was a cut and paste issue perhaps.
But...but the...the field...the pool was described to include
all the coal seans. And frankly, | had in ny mnd...well,
it'"s only gob gas, it's not going to be a problem you know.
And then | went back and | ooked at that and | had the
sane...| had the sanme questions that Bob had. Qur
alternative seened to be that either we can cone to you every
tinme we want a permt from himand have you create...carve
out a drilling unit from these rules which would mean we’d be
comng back a lot every tine we wanted to do a well. That
woul d be one way for themto do that, to create a drilling

unit subset of these rules. Another way would be to think
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about this and clarify the order. Sort of, you know, go back
in the corporate consciousness and say this order was
intended to deal only with gob gas, and to the extent you’re
not producing fromthe Beatrice gob, you know, both the rules
apply above. Then we’d be off and running, everybody would
be off and running. But to do the second step, and this is
why we’re here today, you’d have to make a decision to notice
a hearing on your own notion that you woul d consi der
modifying the Beatrice field rules. And what’s happened 1is,
we’ve kind of run out of the areas of title. It would be the
north...I’'m sorry, the south... southwest corner of the mine,
we had sone big, big | eases and so forth, and we kind of run
out of where we had easy title. Now we’re doing title to 80
acres at a time. We could do that, but we don’t have title
on six or eight thousand acres of the mne and so the only
way to do really a carte blanc nodification would be for you
to take it up. So we’re here today to get some guidance in
at least the two alternatives that occur to us, can you put
it on the docket and address it next nonth or, you know,

what ever the timng would be, or is the preference that we
just come back, you know, as we need to. I think that’s why
we'’ re here.

MASON BRENT: | need sone confort level with a field
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rule before I can issue permts.

MARK SWARTZ: Or a drilling unit created that carves

that, right.

BOB WLSON: It's nmy belief, looking at this thing,

this particular order may have been kind of a victimof a
cut and paste situation where maybe a bit of excess

i nformati on out of the Oakwood order got pasted into the
Beatrice order, including all these seans that are not
actually being produced right now. And again, I don’t know
the best way to correct that.

SHARON PI GEON: I n | ooking at that order, | think it

is actually internally inconsistent---.

BOB WLSON: Ri ght .

SHARON Pl GEON: ---and that it would be best for

you to, on your own notion, nodify that order

BI LL HARRI S: You’re addressing the Board now,

right?
SHARON PI GEON: Yes.

MARK SWARTZ: But we need to have a hearing. W

can’t do it today.

SHARON PI GEON: Ri ght.

BENNY WAMPLER: We’ve got to send out the notice.

SHARON PI GEON: You’ve got to do all of the
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formalities. But rather than have you, or any operator, cone
bef ore us pieceneal, because the order itself setting out the
field rule is internally inconsistent.

BENNY WAMPLER: Any ot her coments from nenbers of

t he Boar d?

DONNI E RATLI FF: But you coul d be affecting other

peopl e.

BENNY WAMPLER: | f the Board is doing on its own

motion, it would put...it would notice the next tine. It

wouldn’t be individual notice, it would be publication

noti ce.
DONNI E RATLI FF: For just the Beatrice area?
BENNY WAMPLER: Yes.
MARK SWARTZ: This order is limted to the area of
the Beatrice mine. So it’s six or eight thousand acres.

BENNY WAMPLER: Any nodi fication, in other words,

the prior order would contain exactly what the other order
contains as far as the area.

SHARON PI GEON: It was supposed to only apply to the

gob area, though. And the way it’s worded in the reference
to subject land goes all the way to the center of the earth.

BENNY WAMPLER: | think we shoul d have the

transcript of that hearing as part of our discussion next
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time and see what was actually in the record.

DONALD RATLI FF: But you are looking at drilling

addi ti onal wells.

MARK SWARTZ: Well, with the Beatrice, the initia

idea with the Beatrice there were a bunch of vent hol es and
we just recycled vent holes and permtted themin the CBM
wells and that was the concept. And now we’re stepping out
into areas where we’re actually going to be drilling wells
and frac them And..and we will not be intersecting the Poca
3 seamwhich is where the Beatrice mine is. So...and | think
the observation...I hadn’t really thought of this in that
context but I think Mr. Wilson’s observation is probably the
best explanation. If...if we don’t modify the order, or if
we don’t come back and create subsets of drilling units,
we’re going to bypass this gas because the production from
the Beatrice mne is not producing this gas and it's not
going to. So we want to frac the seans above Beatrice. This
order appears to have included nore in the pool that it
shoul d have is the problem

BENNY WAMPLER: And just for clarification, M.

Ratliff, some of his concern, I think, as you apply for
permt applications to nodify any of those VVH hol es, you

woul d notice the individual s?
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MARK SWARTZ: Oh, yeah. I mean it...this...he’s

just told us don’t even come here with a permit because---.

BENNY WAMPLER: | understand. | just wanted to

address his concern that people may not be noti ced.
We...anything we do there would not...would not---.

MARK SWARTZ: Change that process.

BENNY WAMPLER: Change any...anything they woul d

have to do permtting---.

DONALD RATLI FF: But the escrow and pooling would

be---.

BENNY WAMPLER: Escrow and pooling woul d be the
sane.

MARK SWARTZ: And | think because of...also,
t hi nki ng about your notice question, you know, if the

publication of what’s on the docket is areas above the
Beatrice mne, | think that is a pretty effective...people
have an idea for that Beatrice mine so I think it’s a fairly
effective nessage to the, you know, the people---.

BENNY WAMPLER: Well, we’ll try to be real clear

with the notice, too, of what’s going on, that the prior was
not clear to allow production above the seal ed gob area was
stat...stated very plain...as plain English as we possibly

can. We’ll work...the three of us will work on that to do
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t hat .

MARK SWARTZ: And maybe between now and until we can

dig out the...the transcript but I know that’s how we
cal cul ated that.

BENNY WAMPLER: I think that’s correct. I just

think it would be good for the Board to see the transcript
and make it as part of the...part of the record.

MARK SWARTZ: No, not a problem. I’m just saying we

woul d confirmthat.

SHARON Pl GEON: There wouldn’t have been any ot her

way to arrived at that nunber.

BENNY WAMPLER: Yeah. |s that acceptable, nenbers

of the Board?

BOB WLSON: Ckay. Shall we place this then on next

month’s agenda? We’re passed the deadline for these guys to
file but the Board’s on a motion, | think we could certainly

go for next month. The...the docket hasn’t been put together

yet.
BENNY WAMPLER: Yes.
MARK SWARTZ: Thank you very nuch
BENNY WAMPLER Ckay. Petition from Equitable

Production for creation and pooling of conventional gas unit

V-503807 has been called. There are no other parties. You
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may proceed.

JIM KAISER: I'd ask that Mr. Hall be sworn in at

this tine.

DON HALL
havi ng been duly sworn, was exam ned and testified as
fol | ows:

DI RECT EXAM NATI ON

QUESTI ONS BY MR. KAl SER

Q Mr. Hall, if you’d state your name for the
Board, who you’re employed by and in what capacity?

A My name is Don Hall. I'm employed by
Equi t abl e Producti on Conpany as district |and man.

Q And do your responsibilities include the
| and underlying this particular unit and in the surrounding
area?

A They do.

Q And are you famliar with the Equ..
Equitable’s application for the establishment of a drilling
unit and to pool any unleased interest within that unit for
EPC wel | V-503807, which is dated June 17, 20057

A Yes.

Q Now you have passed out to the Board prior

to this hearing 93 pages of revised exhibits?
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A Yes.

Q Coul d you just kind of go through what those
revisions are before we continue with your testinony?

A Since application, we’ve...we’ve | eased sone
people. W had sone people who were |isted as unknown t hat
we found and we’ve had some people who received the notice
but their address had changed and they called back and
requested a correct...their address be corrected and you
can...those changes are highlighted or shaded on the exhibit.

Q Ckay.

A And in addition to that, we...we’ve added a
exhibit B-2 to...to dismss the parties that have | eased
since then...since the application was made. And | just now
noticed that should...the well nunber at the top should be V-
503807 instead of VAD. I’'m not sure how they take the...the
AD shoul d not be on there.

Q So, should this application be approved,

we’ll get the Board revised set of these revised exhibits to

reflect the...just a V and not the VAD, correct?
A Ri ght .
Q And does Equitable own drilling rights in

the unit i1involved here?

A. W do.
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Q

And what is the interest under | ease to

Equitable within the unit at this tine?

A
Q

At this---.

First, go back, let's see, what was the

interest of Equitable within the unit under |ease at the tine

of the application?

A

74.1659%

pi cked up,

Q
A

At the tinme of the application, we had

And what’s under lease at this time?

We...the additional ac..tracts that we

now we have 74.2973%
Q

And at the tinme of the application, the

unl eased percentage represented 25.8341% is that correct?

ti me?

36.

A
Q

A

That’s correct.

And what percentage remains unl eased at this

25.7027%

BENNY WAMPLER: Di d you give us a corrected page?

A

Corrected page of what?

BENNY WAMPLER. O your percentages.

A

It's on page...it should be on page 36 of

In the first...there’s---.

Q

It should be on 40 of 40, M. Chairman.
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A No, 36 of 36.
Q Well, I’'ve got a different one. Sorry, 36
of 36, he’s right.

BENNY WAMPLER: Wbul d you restate those percentages?

A. W have now 74.2973% | eased and 25. 7027%
unl eased.

BENNY WAMPLER: Thank you.

Q And obvi ously, subsequent to the filing of
the application, you continued and are continuing to attenpt
to reach a voluntary | ease agreenent with all the respondents
listed in exhibit B-3 as unleased parties. |In fact, | guess
you and your (inaudible) departnent are getting calls al nost
everyday on this well?

A Yeah, we’ve been working this since this
application has come up, we’ve been getting numerous calls.
That’s the reason for the changes in the exhibits but---.

Q Are all the unleased parties that currently
exi st set out at our revised Exhibit B-3?

A They are.

Q Ckay. And we have to...we still have, even
t hough we have identified sone of the unknown parties since
identifying them as unknown when the application was filed,

we’re continuing to attempt to find them as we move along in
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this process and we are making reasonabl e and diligent
efforts in checking sources to | ocate these heirs including
such sources such as deed records, probate records, assessors
records, treasurer’s records and secondary sources such as
tel ephone directories, city directories, famly and friends?

A Yes.

Q I n your opinion...in your professiona
opi nion, has due diligence been exercised to | ocate each of
t he respondents naned herei n?

A It has.

Q And are the addresses as set out in revised
Exhibit B the | ast known addresses for the respondents?

A They are.

Q Are you requesting this Board to force poo

all unleased interest listed in revised Exhibit B-3?

A Yes.

Q And are you famliar with the fair market
value of drilling rights here and in the surroundi ng area?

A Yes.

Q Coul d you advise the Board as to what those
are?

A W put a five dollar bonus on a five year

termwith a one-eighth royalty.
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Q And in your opinion, do the terns you just
testified to represent the fair market value of and fair and
reasonabl e conpensation to be paid for the drilling rights
Within this unit?

A They do.

Q Based on the respondents listed at revised
Exhi bit B-3 who renai n unl eased, do you agree that they be
allowed the followi ng statutory options with respect to their
el ection options with respect to their ownership interest
within the unit; 1) participation; 2) a cash bonus of five
dollars per net mneral acre plus a one-eighth of eight
eighths royalty; 3) in lieu of a cash bonus and a one-ei ghth
of eight eighths royalty, a share in the operation of the
well on a carried basis as a carried operator under the
follow ng conditions: Such carried operator should be
entitled the share of production fromthe tracts pool ed
accruing to his interest or her interest exclusive of any
royalty overriding royalty reserved in any | eases or
assi gnnents thereof or agreenents relating thereto of such
tracts but only after the proceeds are allocable to that
share equal 300 percent of the share in such cost all ocable
of interest of a |eased tract or 200 percent of the share of

such cost allocable to the interest of any unleased tract?
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A Yes.

Q Do you recommend that the order provide that
el ections by respondents be in witing and sent to the
applicant at Equitable Production Conpany, 1710 Pennsyl vani a
Avenue, Charleston, West Virginia, zip code 25302.

Attention: Ml anie Freeman?

A Yes.

Q And should this be the address for all
comuni cations with the applicant concerning any force
pool i ng order?

A Yes.

Q Do you recommend that the order provide that
if nowitten election is properly made by respondent, then
such respondent shoul d be deened of elected the cash royalty
option in |ieu of any participation?

A Yes.

Q Shoul d the unl eased respondents be given 30
days fromthe date that they receive the Board order to file
their witten elections?

A Yes.

Q | f an unl eased respondent elects to
participate, should they be given 45 days to pay for their

proportionate share of well costs?
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A Yes.

Q Does the applicant expect that party
el ecting to participate to pay in advance that parties share
of conpleted well cost?

A W do.

Q Shoul d app...should the applicant be all owed
120 days followi ng the recordation date of the Board order
and thereafter annually on that date until production is
achieved to pay or tender any cash bonus or delay rental
becom ng due under the force pooling order?

A Yes.

Q Do you recommend the order provide that if a
respondent elects to participate but fails to pay the
proportionate share of the well cost, then the respondents
el ection to participate should be treated as havi ng been
w t hdraw and void and they woul d be deened to have | eased?

A Yes.

Q Do you recommend that the order provide that
whet her a respondent elects to participate but defaults in
regard to paynent of well cost, any cash sum becom ng payabl e
to that respondent be paid within 60 days?

A Yes.

Q In this particular case, even though it’s a
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conventional well, we still have a nunber of unknown interest
owners, so the Board does need to create an escrow account
for those interests, is that correct?

A That’s correct.

Q And who shoul d be nanmed operat or under any

force pooling order?

A Equi t abl e Producti on Conpany.

Q And the total depth of proposed well?
A 5880 feet.

Q And is Equitable requesting the force

pooling of conventional gas reserves not only to include the
desi gnated formations but any other formations excludi ng coal
formati ons which nay be between those fornations designated

fromthe surface to the total depth drilled?

A Yes.
Q And what are the estimted reserves for this
unit?
200 mllion cubic feet.
Are you famliar with the well cost for this
Board---?

Yes.
---for this well?

A. Yes.
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Q Has an AFE been revi ewed, signed and
submtted to the Board as Exhibit C?

A It has.

Q And in your opinion, does the AFE represent
a reasonable of the well cost?

A Yes.

Q Wul d you state for the Board both the dry
hol e cost and conpleted well cost for this well?

A The dry hol e cost was $220, 658, and the
conpl eted well cost was $444, 390.

Q Do these cost anticipate a nultiple
conpl eti on?

A They do.

Q Does your AFE include a reasonabl e charge
for supervision?

A Yes.

Q And in your professional opinion, would the
granting of this application be in the best interest of
conservation, the prevention of waste and the protection of
correlative rights?

A Yes.

MR, KAISER Nothing further of this w tness at

this time, M. Chairnmn.
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BENNY WAMPLER: What’s the depth of this well,

pr oposed?

A 5, 880.

Bl LL HARRI S: M. Chairman, | was going to ask the
same question. I...and I think we’ve had this before and

it's not usually listed in the block that says depth on your
AFE and that always is sort of confusing. You know, at the
top section, it has well type depth and whatever. Depth is
listed as zero there. But on the contract, footage is...
think it's about the only place it's listed and it m ght
be---.

BENNY WAMPLER: Yeah, | just wanted to clarify that

that’s what---.

BILL HARRIS: ---possible in the future to try to

make that a little nore visible.
DON HALL: I’11 advise the person that prepares
t hese.

BILL HARRI'S: Especially if it has zero.

BENNY WAMPLER: Any ot her questions from nenbers of

t he Boar d?

DONALD RATLI FF: M. Chairman?

BENNY WVAMPLER: M. Ratliff.

DONALD RATLIFF: Did...did you all speak wi th Wyl on
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Jessi e?

JI M KAI SER  Yes.

DONALD RATLI FF: You got his address?

JI M KAl SER: Yes we have. He...he was interested in

what his election options were and we expl ained those to him

BENNY WAMPLER: Yeah, I’'d asked him earlier to talk

to them before the neeting.

DONALD RATLI FF: He’s listed as an unknown...his

address is listed unknown on 6/ 30 too.

JI M KAl SER: Yeah, he’s P.O. Box 126-A, Abingdon.

DON RATLIFF: Okay. | was emailing his son to get

his address for him

BENNY WAMPLER: When | tal ked to himbefore the

hearing today he...he said he had questions on participation
and other things, that’s why I asked you to get with him and
talk with him so he wouldn’t have to wait unless he wanted to
wait .

JI M KAl SER: Yeah, we were just trying to explain

the math of either directly participating or being carried.

BILL HARRI'S: M. Chairman, just one other coment.

BENNY WAMPLER: M. Harri s.

BILL HARRI'S: This is actually sonmewhat rel ated.

know this...l guess, M. Kaiser, you said we would get a
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corrected exhibits, the VAD, that’s in the original ones
al so, the VAD

JIMKAISER Ch, it is?

BILL HARRIS: It's in the original listing.

JI M KAl SER: Ckay.

BILL HARRI'S: But in the interest of paper

conservation because I'm always concerned about that, I don’t
know that all of us need to get copies of...of that again.
s there sone way to just have---.

JI M KAl SER: Just Bob?

DON HALL: Just Bob.

JIM KAl SER: We’11l just send it to Bob.

BILL HARRI S: Yeah, okay. Because I don’t know that

we all need another stack here.
DON HALL: | appreciate the conservation issue.
(I'naudi ble) full of these exhibits.

JI M KAl SER: That’s a lot of pages

BlILL HARRI S: Yeah, it is.

BENNY WAMPLER. O her questions from nenbers of the

Boar d?
(No audi bl e response).

BENNY WAMPLER: Do you have anything further?

JIM KAl SER: Mr. Chairman, we’d ask that the
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application be approved as submtted with the revision on the
wel | nonmenclature to M. WI son.

BENNY WAMPLER: |Is there a notion?

JI M McI NTYRE: Motion to approve.

Bl LL HARRI S: Second.

BENNY WAMPLER: Motion to approve and second. |Is

there any further discussion?
(No audi bl e response).

BENNY WAMPLER: Any further discussion?

(No audi bl e response).

BENNY WAMPLER: All in favor, signify by saying yes.

(Al nmenbers signify by saying yes).
BENNY WAMPLER. (Opposed, say no.

DONALD RATLIFF: 1711 abstain.

BENNY WAMPLER: One abstention, M. Ratliff. You

have approval. The next itemon the agenda is a petition
from Col unbi a Natural Resources, LLC for repooling of
conventional gas unit 25407. This is docket nunber VGOB-04-
0921-1340-01. We’d ask the parties that wish to address the
Board in this matter to cone forward at this tine.

JIMKAISER. M. Chairman, Jim Kai ser on behal f of

Columbia Natural Resources, LLC. I don’t think we’re going

to need a witness in this matter. W have one available if
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we need her. But this is purely a housekeeping matter. W
pooled this well back in April of...no, I'm sorry, September
of 04, and we talked to Mr. Wilson about this and it's not
sonething that we felt |ike we can handle in the suppl enenta
order process. So we are before you today seeking a re-
pooling on this, but if | can direct everybody’s attention
to...and we did re-notice. If I can direct everybody’s
attention to, let’s see, it's going to be page one...two of
your Exhibit B. If you’ll go down...at the top of the page
you’ll see W.R. White, the third trustee. If you’ll go down
one, two, three, four, five, six, seven, eight, nine entries
from there, you’ll find Wachovia Bank, trustee for Francis
Bel | Bl akenore trust. Wen we pooled this back in Septenber,
we inadvertently listed that interest as been |eased and it
IS unleased. So that’s the only reason we’re before you
today to re-pool. It is to correct the representation of
that particular small interest. And they did receive notice
both tines. And everything else...all the other testinony
that was taken at the hearing in Septenber would be the sane
regardi ng our AFE and depth and potential reserves. | think
we even had the correct testinony in that hearing as to what
was | eased and unleased. Al we...we just had a m stake

under the status and was |listed as | eased i nstead of
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unl eased.

BENNY WAMPLER: And you corrected the percentages?

JI M KAI SER  Yes.

BENNY WAMPLER: Coul d you put those in the record

pl ease.

JIM KAl SER. Ckay. At this tine, the percentage of

the acreage within the unit that is | eased woul d be
97.903541. The percentage of the acreage that remains
unl eased is 2.096460.

BENNY WAMPLER. Di d you have anything, M. WIson?

BOB W LSON: Yeah. Those nunbers are different than

the ones that were in the recorded order. The...the
per cent ages- - -.

JIM KAl SER And that’s why we’re doing this.

BOB WLSON: Yeah. The percentages were different

in the...in the recorded order

BENNY WAMPLER: Do you have anything further?

JI M KAl SER: No. We’d ask that the testimony, other

than this one that was taken in the Septenber hearing, be

i ncorporated and that the Board approve this pool...this re-
pooling application as it was submtted with the correct
percentages and the correct designation as that interest

bei ng unl eased rather than | eased.
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DONALD RATLI FF: So noved, M. Chair man.

BENNY WAMPLER: W have a notion

MASON BRENT: Second.

BENNY WAMPLER: Second. Any further discussion?

(No audi bl e response).

BENNY WAMPLER: All in favor, signify by saying yes.

(AI'l menbers signify by saying yes).
BENNY WAMPLER: Qpposed, say no.

(No audi bl e response).

BENNY WAMPLER: You have approval. The next item on

the agenda is a petition from Hard Rock Expl orati on,

| ncorporated for a well |ocation exception for proposed well

HRVAE nunber 11, docket nunber VO...VGOB-05-0719-1479. We’d
ask the parties that wish to address the Board in this matter
to cone forward at this tine.

JIM KAl SER. M. Chairman, Board nenbers, Jim Kai ser

and Ji m Stephens on behal f of Hard Rock Explorations. M.
St ephens will pass out an exhibit for the |ocation exception

before we begin our testimony and we’ll ask that he be sworn.

BENNY WAMPLER: Let the record show there are no

others. You may proceed.

JI M STEPHENS

havi ng been duly sworn, was exam ned and testified as
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foll ows:

DI RECT EXAM NATI ON

QUESTI ONS BY MR KAI SER

Q Mr. Stephens, if you’d state your name for
the Board, who you’re employed by and in what capacity?

A My name is Jim Stephens. I’m Vice President
of operations for Hard Rock Expl orations.

Q And do your responsibilities include the
| and i nvol ved here and in the surrounding area?

A Yes.

Q And are you famliar with the application
that we filed seeking a |ocation exception for Hard Rock well
nunber 117

A Yes.

Q And have all parties been notified as
requi red by section 4-B of the Virginia Gas and O | Board
regul ati ons?

A Yes.

Q And is this Board....is this well being
drilled under the Pilgrim’s Knob field rule?

A Yes.

Q And the...that rule has a m ni num spaci ng

requi renent between wells of 1,750 feet, is that correct?
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BOB WLSON: 1,700 feet.

1,700 feet?

A Yes.

Q 1,700 feet?

A Yes.

Q And could you indicate for the Board the
ownership of the oil and gas underlying this well?

A It's---.

Q All right, we’re going to do that in the
force pooling, | guess. Let ne help you out there.

A 76. 34%

Q Yeah. Actually on this well, Hard Rock has

under | ease 76.34% Appal achian Energy has tract Three, the
Stella Carson tract, under |ease which is 16.77% and ECG
Resources has the Plum Creek tinber tract which is 1.08%
under | ease.

MASON BRENT: Are you testifying?

Q I'm sorry.

BENNY WAMPLER: That’s what I was...that’s what I

was getting ready to ask him | was going to see if you were
going to ask himto verify that. Can he verify that?
Q Well, and tract Two is owned by the Norfol k

and Sout hern Railroad which represents 5.81% of the unit.
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Now of the percentages represented by these tracts that I’ve

just stated, can

you verify that as being correct...can you

testify to that as being correct?

All right. Now

Yes.
I’'m sorry. This ought to be easier for me.

the well that we’re seeking an exception

from the reciprocal well, is actually a old Edwards and

Har di ng wel | that

correct?

roughly 46 feet.

> O >

Q

is now owned by Appal achi an Energy, is that

Yes.

And we’re seeking an exception of what,

46 feet.
46 feet?
Yes.

I n accordance with the 1,700 foot m ni num

spaci ng under the field rule. And you have talked with the

principals of Appalachian Energy and they’re okay with this

| ocati on?

o > O »

Yes.
s that correct?
Yes.

kay. So there aren’t any correlative
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rights issues?

A No.

Q Coul d you explain for the Board in
conjunction with the Exhibits you passed out why we need to
put this |ocation here?

A Basi cal |l y because of topography and power
lines. It's...it’s the only place that we have access to
| eased rights to drill a well that...that would be safe and
environnental |y sound.

Q And in the event this |ocation exception
were not granted, would you project the estimate in |oss of

reserves that result in waste?

A Yes.

Q Well, what...what would that | oss be?

A 300 mllion cubic feet.

Q And the total depth of the proposed well

under the plan of devel opnent?

A 4,900 feet.

Q And are you requesting this |ocation
exception covering conventional gas reserves include a
designated formations in the permtting application fromthe
surface to the total depth drilled?

A. Yes.
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Q Has this permt been applied for?

A No.

Q And in your opinion, would the granting of
this | ocation exception be in the best interest preventing
waste, protecting correlative rights and nmaxi m zing the
recovery of gas reserves underlying the unit for Hard Rock
Virginia El even?

A Yes.

MR, KAISER Nothing further of this w tness at

this time, M. Chairmn.

BENNY WAMPLER: Questions from nenbers of the Board?

(No audi bl e response).

BENNY WAMPLER: I don’t want Mr. Hall to feel that I

only pick on him Have you been to this |ocation?

JI M STEPHENS: Yes, | have, nunerous tines.

Numerous tines, yes, | have.

BENNY WAMPLER: |s there any...the housing near by

that’s at the end of the...is that a state road or what is
that road you’re showing on the---7?

JIM STEPHENS: That’s Dismal River road. Yes, 1t

BENNY WAMPLER: Questions from nenbers of the Board?

(No audi bl e response).
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BENNY WAMPLER: Do you have anything further?

JI M KAI SER: Mr. Chairman, we’d ask that the

application be approved as subm tted.

BENNY WAMPLER: |Is there a notion?

JI M McI NTYRE: Motion to approve.

DONALD RATLI FF: Second.

BENNY WAMPLER: And second. Any further discussion?

(No audi bl e response).

BENNY WAMPLER: All in favor, signify by saying yes.

(Al nmenbers signify by saying yes).
BENNY WAMPLER. (Opposed, say no.

(No audi bl e response).

BENNY WAMPLER: You have approval. The next item on

the agenda is a petition from Hard Rock Expl orati on,

I ncorporated for pooling of conventional gas unit PK-L22,

wel | HRVAE #11. And this is docket nunber VGOB-05-0719-1480.
We’d ask the parties that wish to address the Board in this
matter to cone forward at this tine.

JIM KAl SERC Now, M. Chairnman, again Ji mKaiser and

Ji m St ephens on behal f of Hard Rock Exploration.
BENNY WAMPLER: Let the record show there are no

others. You may proceed.

JI M STEPHENS
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DI RECT EXAM NATI ON

QUESTI ONS BY MR KAl SER

Q Mr. Stephens, if you’d again state your
nane for the Board, who you’re employed by and in what
capacity?

A Jim Stephens. | work for Hard Rock
Expl oration as Vice President of operations.

Q And our unit is established by the Hard...by
the Pilgrim’s Knob field rule but we did file an application
seeking to pool any unl eased interest which was dated June
17, 2005, and you’re familiar with that application?

A Yes.

Q And does Hard Rock Exploration own drilling
rights in the unit involved here?

A Yes.

Q Now prior to filing this application, did
you nmake an attenpt to contact each of the unl eased

respondents and work out a voluntary agreenent?

A Yes, we did.
Q And in fact at this tinme, | guess, we are
still attenpting to negotiate a county-w de or gl obal |ease

with the Norfol k and Southern Railroad which is stil

underway and it, as probably the Board is aware, takes sone
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time. You have spoken to Frank Henderson of Appal achi an
Energy, who are the oil and gas | essee under Tract Three,
about an agreenent with themfor their interest and you have
ei ther reached an agreenent or are still having ongoing
di scussions with EOG Resources on various pieces of units
that they have throughout the Pilgrim’s...pieces of your
units that they have throughout Pilgrim’s Knob, is that
correct?

Yes, it is.

Ckay. And at this tinme, what interest

within the unit does Hard Rock have under | ease?

A 76. 34%

Q And is the unl eased percentage 23. 66%

A Yes.

Q And are all the unleased parties set out at
Exhi bit B-3?

A Yes.

Q We don’t have any unknown interest owners,
is that correct?

A That’s correct.

Q And in your professional opinion, was due

diligence exercised to | ocate each of the respondents naned

in Exhibit B?
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A Yes.

Q And are the addresses set out in Exhibit B
the | ast known addresses for the respondents?

A Yes.

Q Are you requesting this Board to force poo

all unleased interest as |listed at Exhibit B-3?

A Yes.

Q Are you famliar with the fair market val ue
of drilling rights in the unit here and in the surroundi ng
area?

A Yes.

Q Coul d you advise the Board as to what those
are?

A A five dollar bonus, five year term and an

eighth royalty.

Q And in your opinion, do the terns you j ust
testified to represent the fair nmarket value of and fair and
reasonabl e conpensation to be paid for drilling rights within

this unit?

A Yes.
Q Now, M. Chairman, | would ask that the
testinony taken in our...in ny hearing previously be item

nunber el even which is docket nunber 050719-1478 regardi ng
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the el ection options afforded any unl eased parties and
their...the consequences of such be incorporated for purposes
of this hearing?

BENNY WAMPLER: W need you to redo that.

JI' M KAI SER: Because it’s a different---7?

BENNY WAMPLER: Yes.

JIM KAl SER:  ---operator? kay.

Q Jim do you agree that the respondents that
remai n unl eased be allowed the follow ng statutory options
Wth respect to their ownership interest wwthin this unit: 1)
participation; 2) a cash bonus of five dollars per net
m neral acre plus a one-eighth of eight eighths royalty; 3)
in lieu of a cash bonus and one-ei ghth of eight eighths
royalty, a share in the operation of a well on a carried
basis as a carried operator under the follow ng conditions:
Such carried operator shall be entitled to the share of
production fromthe tracts pooled accruing to his or her
interests exclusive of any royalty or overriding royalty
reserved in any | eases, assignnents thereof or agreenents
relating thereto of such tracts but only after the proceeds
applicable to his share or her share equal 300% of such costs
applicable to the interest of the |eased tract, or 200% of

the share of such costs applicable to the interest of an
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unknown | eased tract?

A Yes.

Q Do you recommend that the order provide
by...provide that elections by respondents be in witing and
sent to the applicant at Hard Rock Exploration, Inc., P.QO
Box 13059, Charleston, West Virginia, 25360, Attention: Jim
St ephens?

A Yes.

Q And should this be the address for all
comuni cations with the applicant concerning any force
pool i ng order?

A Yes.

Q Do you recommend that the order provide that
if nowitten election is properly made, then such respondent
shoul d be deened to have el ected the cash royalty option in
ot her words deened to have | eased?

A Yes.

Q Shoul d unl eased respondents be given thirty
days fromthe date that they receive the recorded Board order
to file their witten el ections?

A Yes.

Q | f an unl eased respondent elects to

participate, should they be given 45 days to pay their
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proportionate share of the actual well costs?

A Yes.

Q Does the applicant expect the party electing
to participate to pay in advance that parties share of well
costs?

A Yes.

Q Shoul d applicant be allowed 120 days
follow ng the recordation date of the Board order and
thereafter annual...annually on that date until production is
achieved to pay or tender any cash bonus from del ay of rental
becom ng due under the order?

A Yes.

Q Do you recommend the order provide that if a
respondent elects to participate but fails to pay their
proportionate share of well costs, then that respondents
el ection to participate should be treated as havi ng been
w t hdrawn and void and may be treated as deened to have
| eased?

A Yes.

Q Do you recommend that the order provide
where a respondent elects to participate but defaults in
regard...regard to paynent of those costs, that the applicant

or operator have 60 days after the | ast date on which that
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respondent could have nade...paid those costs to nake any
paynments that they nay owe that respondent?

A Yes.

Q It's a conventional well. We don’t have any
unknown parties, the Board does not need to establish an
escrow account, is that correct?

A Yes.

Q And who shoul d be naned operator under any

force pooling order?

A Hard Rock Exploration, Inc.

Q And what’s the total depth of the proposed
wel | ?

A 4,900 feet.

Q Estimat ed reserves of the unit?

A 300 mllion cubic feet.

Q Are you famliar wwth the well cost?

A Yes.

Q did you prepare and sign an AFE that’s been
submtted to the Board as Exhibit Cto this application?

A Yes.
Q Does it represent, in your opinion, a
reasonabl e estimate of the well cost?

A. Yes.
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Q Wul d you state those cost for the Board?

A A dry hol e cost of $209, 469.50, and a
conpl eted well cost of $408, 454. 50.

Q Do these costs anticipate a nultiple
conpl etion?

A Yes.

Q Does your AFE include a reasonabl e charge
for supervision?

A Yes.

Q And in your professional opinion, would the
granting of this application be in the best interest of
conservation, the prevention of waste, and the protection of
correlative rights?

A Yes.

MR, KAISER Nothing further of this w tness at

this time M. Chairnan.

BENNY WAMPLER: Questions from nenbers of the Board?

(No audi bl e response).

BENNY WAMPLER. Did you say that Exhibit B-3 is your

unl eased parties?

JIM KAl SER: Ri ght.

BENNY WAMPLER. M ne is show ng | eased.

JIM KAl SER Wel |, unleased to the applicant. In
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other words, the Railroad is unleased to anybody and then the
tracts three and four are |l eased to other oil and gas
| essees.

BENNY WAMPLER: And that’s interest within the unit,

right, rather than...it says interest...within interest but
you neant unit?

JI M KAl SER: Yeah, it should say interest in the

unit.

BENNY WAMPLER. O her questions from nenbers of the

Boar d?
(No audi bl e response).

BENNY WAMPLER: Do you have anything further?

JI M KAI SER: We’d ask that the application be

approved as submtted, M. Chairnan.

BENNY WAMPLER: |Is there a notion?

JIM McI NTYRE: Motion to approve.

DONALD RATLI FF: Second.

Bl LL HARRI S: Second.

BENNY WAMPLER: Second. Any further discussion?

(No audi bl e response).

BENNY WAMPLER: All in favor, signify by saying yes.

(Al nmenbers signify by saying yes).
BENNY WAMPLER. Qpposed, say no.
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(No audi bl e response).

BENNY WAMPLER: You have approval. Next itemon the

agenda is a petition from Appal achi an Energy, Inc. for
creation and pooling of conventional gas unit AE-151, docket
nunber VGOB-05-0719-1481. We’d ask the parties that wish to
address the Board in this matter to conme forward at this
time. State your nanes for the record pl ease.

JIM KAI'SER: Yes, I'm sorry. I was reviewing

sonmething ny client just presented ne. M. Chairman, nenbers
of the Board, Jim Kaiser and Frank Henderson on behal f of
Appal achi an Energy. | would ask that M. Henderson be sworn
at this tine.

BENNY WAMPLER: Let the record show there are no

others. You nmay proceed.

FRANK HENDERSON

havi ng been duly sworn, was exam ned and testified as
fol |l ows:

DI RECT EXAM NATI ON

QUESTI ONS BY MR KAl SER

Q Mr. Henderson, if you’d state your name for
the Board, who you’re employed and in what capacity?
A Frank Henderson, President of Appal achi an

Ener gy.
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Q And do your responsibilities include the
| and i nvol ved here and in the surrounding area?

A Yes.

Q And are you famliar with the application
that...that we filed seeking the establishnment and the
pooling of any unl eased interest for Appal achian Energy, well

AE- 151, which was dated June 17, 2005?

A Yes.

Q And this is a conventional well?

A Yes, it is.

Q I know you’ve been before the Board on

previ ous occasions to pool sone coal bed nethane wells, is
that correct?

A That’s correct.

Q Ckay. Does Appal achian Energy own drilling
rights in the unit involved here?

A Yes.

Q And prior to filing the application, were
efforts nmade to contact each of the respondents owning an
interest wwthin the unit and an attenpt nade to work out a
vol untary agreenent regardi ng the devel opnent of the unit?

A Yes.

Q And what is the interest of Appal achi an
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Energy under lease in the unit at this tinme?

A 92. 41%

Q And is the unleased party, the other oil and
gas | essee under tract two, is...are they set out in Exhibit
B-3 to the application?

A Yes.

Q And what is the interest in the unit that
remai ns unl eased?

A 7.59%

Q Ckay.

MR. KAISER M. Chairman, at this tine | think it

woul d be a good tine for M. WIlson to introduce into the
record a letter that he received fromBlue Flanme, who is the
oil and gas | essee under tract two, and then once he reads
that in, we’d like to read the...these letters that were
recei ved today from Bl ue Flane which will address M.

Wilson’s letter.

BOB WLSON: Yes, sir. W received a letter on July

16th, | think it was, from Blue Fl anme Energy Corporation
signed by Ken Hall, General Manager. And | will very briefly
go through the text of this thing. "Please be advised Bl ue
Fl ame Energy Corporation objects to the proposed |ocation of

the above referenced well and issuance of the requested
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pooling order for said well. Appal achi an Energy proposes
pooling 7.67 acres of the Charles French and others fee tract
that Blue Fl anme Energy has under |ease. Blue Flanme Energy
has one existing well, V-2120 on the Charles French tract and
has a surveyed | ocation for the proposed well V-2305, which
is 1815.01 feet fromthe proposed AE-151. Blue Fl ane Energy
Corporation has not yet applied for a permt to drill its
proposed well V-2305. The issuance of a permt to

Appal achi an Energy to drill proposed well AE-151 would
prevent Blue Flane fromfully devel opi ng the Charles French
et al tracts. |If you have any questions please feel free to
contact ne."

JIM KAl SERR  Okay. And since that tinme M.

Hender son has been talking with Ken Hall, who is the genera
manager of Bl ue Flane Energy Corporation, and we have
received this morning...we don’t have...we can pass it around
and let you all see it and then when these hearings are over,
M. Henderson will go back to his office and nake sone copies
and give themto M. WIlson. But would you rather...do you
want to | ook at themor do you want ne to just read thenf

BENNY WAMPLER: You can read theminto the record

and then we’ll...we’ll look at themto verify.

JIMKAISER: 1’11 read this into the record. It's
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dated July 19, 2005, addressed to Bob Wlson, Dvision of QI
and Gas.

"Dear M. W/Ison, please be advised that Blue Flane
Ener gy, Corporation and Appal achi an Energy, Inc. have entered
into a letter agreement," which I’11 read here in a minute,"
this date, whereby we nmutually agree to resol ve our
permtting issues pertaining to Blue Flane, proposed well V-
2305 and Appalachian Energy’s proposed well, AE-151. 1I’ve
attached for the record a copy of the |etter agreenent.
Pursuant to the terns and conditions of the letter agreenent,
Bl ue Fl ane Energy hereby withdraws its objection to the
issuance of a permit for Appalachian Energy’s proposed well
AE- 151."

Qoviously, M. Hall is not here to explain that but
I think he means...we haven’t filed for the permit, have we?

FRANK HENDERSON:. Not yet, no.

JIMKAISER. So | think what he neans is he

W thdraws his objection to the force pooling and the | ocation
exception. I’1ll now read the letter agreenent between the
two parties into the record.

"Appal achi an Energy and Bl ue Fl ane Energy, Corp.
have agreed to resol ve the spaci ng i ssue between AE-151 and

Blue Flanme well...proposed Blue Flame well VA-2305. Bl ue
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Fl ane Energy Corporation agrees to withdraw its objection to
AE- 151 force pooling providing that the foll ow ng conditions
are net. AEl will not---", that’s Appalachian Energy, "will
not object to any Blue Flane well which is |ocated 2,000 feet
plus or mnus fromwell AE-151. Appal achian Energy wll not
object to Blue Flame using the Evans and Hardi ng-54," which

i s now an Appal achi an Energy well, "and Appal achi an Ener gy
151 access road providing that Blue Flanme obtains road use
agreenents fromthe surface owners and that Blue Flane w ||
agree to maintain the EH 54 and AE-151 access roads in as
good or better conditions than they exist prior to be at Bl ue
Flame’s use. Such condition to be documented by video. Blue
Fl ane Energy...3) Blue Flane energy will nove well...proposed
wel | V-2305 north northwest approximately 800 feet if field
conditions are acceptable for a site. This will result in
spaci ng of 2000 feet, plus or mnus, fromwell AE-151 and
1250 feet, plus or mnus, fromwell K217...2117 which is a
well in Kentucky."” This unit bunps right up agai nst the
Kentucky line. "If field conditions are not acceptable, Blue
Flanme will not |ocate well V-2305," which is their proposed
well which they have not applied for permit. There’s nothing
existing on this well filed with Mr. Wilson’s office, "or any

other well within 1815 feet of Appal achian Energy well|l 151.
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4) 1f Blue Flame Energy noves well...proposed well V-2305
north northwest to provide spacing of 2000 feet, plus or
m nus, fromwell AE-151, Appal achian Energy will nake
available inter...interruptible pipeline capacity on its
gat hering system shoul d capacity becone available in the
future. Accepted to and agreed to by Frank Henderson,
Presi dent of Appal achian Energy and Ken R Hall, Cenera
Manager of Bl ue Flanme Energy."

BOB WLSON: M. Chairnman?

BENNY WAMPLER: M. W/ son.

BOB WLSON: | spoke with M. Hall prior to his

filing this letter that | have passed out to you. He

i ndicated that the purpose of this letter was to keep his
options open, that he was interested in pursuing in an
agreenent with Appal achian. And he asked if he could be
assured of receiving a |location exception, if he cane before
the Board | ater, which I gave ny usual answer to that. |

don’t ever tell anybody what the Board will do. That he...

his, | think, sole contention was that he would be able to
drill a well on his acreage that adjoins Appal achi an Ener gy
and was...was nore interested, | think, in...in preserving

his options at that tine because they had not yet negoti ated

an agreement.
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BENNY WAMPLER: Thank you.

JIM KAI SER Do you want ne to go on or do you want
to pause---.

BENNY WAMPLER: Yes, go ahead. Continue

JI'M KAl SER: Okay. So at this time we’ll go back to
our percentages | eased. W have 92.41% of the unit under
| ease, right?

A That’s correct.

Q And 7.59% of the unit represents the tract

that Bl ue Flane has under | ease, correct?

A That’s correct.

Q Okay. We don’t have any unknown interest
owners within the unit, is that correct?

A Yes.

Q And are the addresses set out in Exhibit B
to the application the | ast known addresses to the
respondent s?

A Yes.

Q Are you requesting this Board to force poo
all unleased interest |listed at Exhibit B-3, that being the
7.59% that’s represented by tract two, that’s under lease to
Bl ue Fl anme?

A. Yes.
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Q And are you famliar with the fair market
value of drilling rights in the unit here and in the

surroundi ng area?

A Yes.

Q Can you advise the Board as to what those
are?

A Fi ve dol |l ar bonus, five year term one-

eighth royalty.

Q And as to Blue Flame’s interest, should
you...should they be allowed the foll ow ng statutory options;
1) participation; 2) a cash bonus of five dollars per net
m neral acre plus a one-eighth of eight-eighths royalty; 3)
in lieu of a cash bonus a one-eighth of eight-eighths
royalty, a share in the operation of the well on a carried
basis as a carried operator under the follow ng conditions:
Such carried operator should be entitled to the share of
production fromthe tracts pooled accruing to his interest
exclusive of any royalty or reserved any | eases, assignnents
t hereof or agreenents relating thereto on such tracts but
only after the proceeds applicable to their share equal 300
percent of the share of such cost applicable to a | eased
tract, or 200 percent of the share of such cost applicable to

an unl eased tract?
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A Yes.

Q Do you recommend that the Board provide that
el ections by any respondent be in witing and sent to the
applicant to Appal achi an Energy, Inc., P.QO Box 2406,

Abi ngdon, Virginia, 24212, Attention: Frank Henderson?

A Yes.

Q Should this be the address for all
communi cations with the applicant concerning any force
pool i ng order?

A Yes.

Q Do you recommend that the order provide that
if nowitten election is properly made, then such respondent
shoul d be deened of electing the cash royalty option in lieu
of participation?

A Yes.

Q Shoul d unl eased respondents be given 30 days
fromthe date the Board order is received to file their
witten el ection?

A Yes.

Q I f an unl eased respondent elects to
participate, should they be given 45 days to pay their
proportionate share of well cost?

A Yes.
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Q Does the applicant expect the party electing
to participate to pay in advance that party's share of
conpleted well cost?

A Yes.

Q Shoul d an applicant be all owed 120 days
follow ng the recordation date of the Board order and
thereafter annually and on that date until production is
achieved to pay or tender any cash bonus or delay rental
whi ch may be due under any force pooling order?

A Yes.

Q And do you reconmend that the order provide
that if a respondent elects to participate but fails to
prepare their...fails to pay their proportionate share of
well cost, then they...that order...that election be
w thdrawn and they be treated as if no initial election had
been filed, in other words, deened to have | eased?

A Yes.

Q Do you recommend that the order provide that
where a respondent elects to participate but defaults in
regard to paynent of those cost, then any cash sumthat the
operator owes the respondent be paid within 60 days after the
| ast date on which that respondent should have nmade paynent ?

A Yes.
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Q

The Board does not need to establish an

escrow account for this unit, is that correct?

A
Q

That’s correct.

And who shoul d be nanmed operat or under any

force pooling order?

A
Q

wel | ?

> O > O >

Q
submtted to the

A.
Q

Appal achi an Ener gy.

And what’s the total depth of the proposed

6, 000 feet.

Estimated reserves for the unit?

500 mllion.

Are you famliar with the well cost?
Yes.

Has an AFE been revi ewed, signed, and
Board as Exhibit C?

Yes, it has.

I n your opinion, does this AFE represent a

reasonabl e estimate of well cost?

are?
A.

cost $469, 145.

Yes.

Coul d you state for the Board what those

Dry hole cost is $238, 295, conpleted well
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Q Do these cost anticipate a nmultiple..
mul ti ple conpl etion?

A Yes.

Q Does your AFE include a reasonabl e charge
for supervision?

A Yes.

Q And in your professional opinion, would the
granting of this application be in the best interest for
conservation, the prevention of waste and the protection of
correlative rights?

A Yes.

MR, KAISER, Nothing further of this w tness at

this time, M. Chairmn.

BENNY WAMPLER: Questions from nenbers of the Board?

MASON BRENT: M. Chairman, | just have one

observati on here.

BENNY WAMPLER: M. Brent.

MASON BRENT: | think nornmally when we are presented

with creation of pooling of a well and al so on the sane

docket a well | ocation exception, you normally deal with the
wel | | ocation exception first rather than creation and
pooling of the well. So ny observation would be anything we

do as far as this goes is subject to the well being..
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| ocation of the well being approved.

BENNY WAMPLER: I think that’s a good observation.

JI M KAl SER: That’s fine. I think we can ask you to

vote on this after we do the |ocation exception if you want.

BENNY WAMPLER: Any...any questions from nenbers of

t he Board?
(No audi bl e response).

BENNY WAMPLER: We’ 11 just hold any decision now and

go ahead to the next agenda item and nmake a deci sion on that.
The next itemis a petition from Appal achi an Ener gy

| ncorporated for a well |ocation exception for proposed well

AE- 151, docket nunmber VGOB-05-0719-1482. We’d ask the
parties that wish to address the Board in this matter to cone
forward at this tine.

JI M KAl SER: Again, M. Chairman, JimKaiser and

Frank Henderson on behal f of Appal achi an Ener gy.
BENNY WAMPLER: Let the record show there are no

others. You nmay proceed.

JI'M KAl SER: Again, I’'d ask the Board in their

review of these two applications together to renenber that
the letter fromBlue Flame and the agreement that’s been
passed around now between the two parties apply as to both

t hese heari ngs.
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FRANK HENDERSON

DI RECT EXAM NATI ON

QUESTI ONS BY MR KAl SER

Q Mr. Henderson, you’re President of
Appal achi an Energy?

A That’s correct.

Q And do your responsibilities include the
| and i nvol ved here and in the surroundi ng area?

A Yes.

Q And you’re familiar with the application we
filed seeking a | ocation exception for Appal achi an Ener gy
wel | 1517

A Yes.

Q And have all interested parties been
notified as required by section 4-B of the Virginia Gas and
O | Board regul ations?

A Yes.

Q And the ownership of the oil and gas
underlying this unit would be Appal achi an Energy owni ng
92.41% and tract two being under |ease to Blue Flane Energy
whi ch represents 7.59% is that correct?

A. That’s correct.
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Q
operate the recip
seeking this well

A

Q

A

Q

Does Appal achi an Energy have the right to
rocal well, that being the well that we’re
exception fronf

Yes.

And that is---?

Well, each---.

---designated as Edwards and Hardi ng wel |

54, which is known by your conpany?

A

Q
I ssues?

A

Q
we’re seeking thi

A
to mai ntain about
Trail and to...fo

Q

A

Q
exception were no
| oss of reserves?

A

That’s correct.

Ckay. So there are no correlative rights

That’s correct.
And coul d you explain for the Board why

s location exception?

Basical |l y we’re seeking a location exception

a 500 foot distance fromthe Pine Muntain
r surface conditions.

For surface and topographic conditions?
Yes.

Ckay. And in the event this |ocation

t granted, would you project the estimated

About 500 m i on.
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Q And you’re previously testified in the force
pooling with the total depth of the well as 6,000 feet?

A That’s correct.

Q And are you requesting the | ocation
exception cover conventional gas reserves to include any
formations that wll be fromsurface to total depth drilled
that will be designated in your permt application?

A Yes.

Q And in your opinion, wuld the granting of
this | ocation exception be in the best interest of preventing
waste, protecting correlative rights and maxi m zi ng the
recovery of the gas reserves underlying the unit for AE-1517

A Yes.

MR, KAISER Nothing further of this w tness at

this time, M. Chairmn.

BENNY WAMPLER: Questions from nenbers of the Board?

BILL HARRIS: M. Chairman, just to coment---.

BENNY WAMPLER: M. Harri s.

Bl LL HARRI S: ---it's sort of difficult to...when

we tal k about 500 feet froman existing well to not have a
pl at that shows that existing well and that just sort of
makes it dif ficult for us to see what’s going on.

JIM KAISER: I’'m not sure what you’re talking about.
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BILL HARRIS: In your well | ocation.

JI M KAl SER: We do show that well we’re seeking an

exception from It's down at about 5:30 on the clock.

BENNY WAMPLER: But there’s nothing in this

particular application for exception. You’re relying on the
ot her application.

JIM KAISER: I’'m not following you.

BENNY WAMPLER: There’s not a plat in the

application for the---.

JIMKAI'SER In the | ocation exception?

BENNY WAMPLER: That’s right.

JI'M KAl SER: That’s my...that’s my fault. 1I...we

can...| guess it was submtted with the | ocation exception.
It should have been submtted with the loc...with the force
pooling. It should have been with the | ocation exception,
al so.

BOB WLSON: There is one in the original

application, yes.

BILL HARRIS: Ch, okay. soit's...and it is the EH

547

JIM KAl SER. Yes, sir.

BlILL HARRI S: Down at the bottonf

120



© 00 N o o b~ w N P

NNNNDN R R R R R R R R R
A W N b O © 00O N O O b W N — O

)
1

JIM KAl SER. Right, which is now an Appal achi an

Energy wel | .

DONALD RATLIFF: M. Chairman, it's not 500 feet.
It's 2200---.

BENNY WAMPLER: 2203. 97.

DONALD RATLI FF: You were 500 feet fromthe trail,
right?

FRANK HENDERSON: That’s correct.

BILL HARRI'S: The trail is at...is along Pine

Mountain in the Kentucky/Virginia border, is that the 500
feet you were---?

FRANK HENDERSON: That’s correct.

BILL HARRIS: ---referring to? So that’s in the

other direction to the north?

FRANK HENDERSON: To the north.

BENNY WAMPLER: O her questi ons?

(No audi bl e response).

BENNY WAMPLER: Do you have anything further?

JI'M KAI SER: Mr. Chairman, we’d ask that the Board

first vote on and approve the |ocation exception application
as submtted, and then turn around and vote on the force
pooling application as submtted which was submtted in the

hearing prior to this one...or heard in the hearing prior to
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16
17
18
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20
21
22
23
24

t hi s one.

DONALD RATLI FF: Mbdtion to approve, M. Chairnman.

BENNY WAMPLER: Ready to approve both?

JIM M|l NTYRE: Second.

BENNY WAMPLER: Was that...just for clarification

was that for both?

DONALD RATLI FF: Yes.

BENNY WAMPLER: And second for both. Any further

di scussi on?
(No audi bl e response).

BENNY WAMPLER: All in favor, signify by saying yes.

(Al nmenbers signify by saying yes).
BENNY WAMPLER. (Opposed, say no.

(No audi bl e response).

BENNY WAMPLER: You have approval. Thank you. The

next itemon the agenda is a petition from EOG Resour ces,
| ncorporated for creation and pooling of conventional gas
unit Plum Creek well nunber 16-05, docket nunmber VGOB-05-
0719-1483. We’d ask the parties that wish to address the
Board in this matter to cone forward at this tine.

TIM SCOTT: M. Chairman, Tim Scott and Skip Bacon
for EOG Resources. And one thing, I’'d like to skip down this

docket just to say that we are going to continue |Item nunber

122



1 eighteen because there is a notice issue with CNX. | thought

2 they had been notified---.

3 BENNY WAMPLER: Al |l right.

4 TI M SCOTT: ---but they have not.

5 BENNY WAMPLER: That w || be conti nued.

6 TI M SCOIT: Yes, sir.

7 BENNY WAMPLER: Let the record show there are no

8 others. You may proceed.

9 TIM SCOTT: One other thing, M. Chairman, that |
10 noticed is that our AFE, if you all |ook at your application,
11 it's pretty blurred so | nmade copies fromthe original.

12 BENNY WAMPLER: Thank you.

13
14
15
16
17
18
19
20
21
22
23
24
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PETER BACON

havi ng been duly sworn, was exam ned and testified as
fol |l ows:

DI RECT EXAM NATI ON

QUESTI ONS BY MR SCOIT:

Q M. Bacon, would you state your nane for the

record, please?

A Peter E. Bacon.

Q And by whom are you enpl oyed?

A ECG Resources, Inc.

Q And what is your job description with EOG?

A I'm the land manager for the Pittsburgh
di vi si on.

Q Okay. Are you familiar with EOG’s
application asking for the establishnment of a drilling unit
and pooling for a well...Plum Creek well nunber 16-05, which

is dated on June 17, 20057

A Yes.

Q Now this unit is not...is not |located in the
established field, right, it's field wide...field w de
spaci ng?

A St at ew de.

Q St at ewi de spacing, is that correct?
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A Correct.

Q And does this unit contain 112. 69 acres?

A Yes, it does.

Q ECG has a portion of this unit under | ease,

is that correct?

A Correct.

Q And are there any respondents |listed on
Exhi bit B-3 who shoul d be dism ssed fromthis hearing?

A No.

Q One ot her question, M. Bacon, about that,
isit...are you all currently in ongoing negotiations with
those parties listed on Exhibit B-3 to try to reach voluntary
agr eenent ?

A Yes, we are.

Ckay. Wiat percentage of this unit does EOCG
have under | ease?

A 78. 43%

Q And was notice...and those provisions of the
oil and gas regs and the Virginia Code conplied with as far
as this hearing is concerned?

A Yes.

Q And those were acconplished by certified

mai | i ng and notice in the newspaper?
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Q

Yes, they were.
Was it the Bluefield Daily Tel egraph?
Yes.

Are there any unknown owners in this unit or

parti es whose addresses unknown?

A
Q

No, there are not.

Have you filed proofs of publication and

affidavit of mailing and certified mailings with the Board?

A
Q

Yes, we have.

Ckay. And that was just presented to M.

Wlson, is that correct?

A
Q

Yes.

| s EOG aut hori zed to conduct business in the

Commonweal th of Virginia?

A
Q

Yes, we are.

Ckay. Has it also registered with the

Departnent of M nes, Mnerals and Energy?

> O >

Q

Yes, we have.
And does it have a bl anket bond on file?
Yes, we do.

If you were to reach an agreenent wth the

parties responded on Exhibit 3...B-3, what | ease terns woul d

you of fer these parties?
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A Five dollars an acre, an eighth royalty,
five year term

Q Ckay. Is this reasonabl e conpensation for a
| ease in this area?

A Yes, it is.

Q What percentage of the oil and gas estate
are you asking the Board to pool ?

A 21. 57%

Q Okay. Let’s see...one second...is there an
escrow requirenent for this particular unit?

A No.

Q Ckay. Are you requesting the Board to pool
the unl eased parties listed on Exhibit B-3?

A Yes, we are.

Q And are you al so requesting ECG to be naned
the operator for this unit?

A Yes, we are.

Q Do you recommend that the order provide that
the el ections by the respondents be in witing and sent to
the applicant at EOG Resources, South Point Plaza One, 400
Sout hpoi nt Bl vd, Suite 300, Canonsburg, Pennsylvania 15317,
Attention: Peter E. Bacon, D vision Land Manager?

A Yes.
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Q And should this be the address for all

communi cations with the applicants concerni ng any pooling

order?

A Yes.

Q Ckay. Are you famliar with the total depth
of this particular well, M. Bacon?

A Yes, 5---.

Q Vel l ---

A I'm sorry, 5,970 feet.

Q And are you requesting the Board to pool al

formati ons between the surface and the designhated depth

except coal ?

A Yes.
Q VWhat are the estimated reserves for this
unit?
300 mllion cubic feet.

And what is the estimated dry hole cost for
this well?
$231, 300.
And the conpl eted cost?
$369, 700.

o > O »

Ckay. Have we submtted an AFE to the

Boar d?
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A Yes.

Q And it's been signed, of course?

A Yes.

Q Does this AFE include a reasonabl e charge
for supervision?

A Yes, it does.

Q And in your opinion, if the unit is

established and the interests are pooled, would it pronote
conservation, prevent waste and protect correlative rights?

A Yes.

Q Ckay.

TIM SCOTT: That’s all the questions I have for Mr.
Bacon.

BENNY WAMPLER: Questions from nenbers of the Board?

BILL HARRIS: M. Chairman, | have actually two or

three little questions. One is about the..your exhibits--.

PETER BACON: Yes, sir.

BILL HARRIS: B-1 and B-3 both have, I guess it’s

the tract three, the Fow er-Bl ankenship fol ks---.

PETER BACON: Yes, sir.

BILL HARRI'S: It has possible | essee for both of

those, I’'m not sure---7?

PETER BACON: Yes. W sent---.
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Bl LL HARRI S: ---what that neans.

PETER BACON: ---well, it...when we conducted the

title examnation, M. Harris, the...we found a | ease to
Edwar ds and Harding and then we | ooked for assignnents out of
them and that was the |last party who was |isted as a party

| essee for those particular interests, so we notified that
conpany at that address.

BlILL HARRI S: So where does that | eave us then? |

mean if...l nmean, | know it says possible, but | nean if...|I
don’t know what that does for us in terms of---7?

PETER BACON: Well, as far as...I mean, we didn’t

want to ignore it and we did try to notify themthat this
hearing was going to take place. But we also notified
the...the parties who are the owners in the tract as well.
So we don’t know whether they’re | eased or not, not based on
what we found in the records.

BILL HARRI S: So does that affect our deliberations

internms of percent |ease...percent unleased. | nean, |
don’t know if that has any...I guess I'm asking the Board.

TI M SCOIT: Whoever owns...whoever owns the interest
has been contacted by or had been attenpted to be contacted
by us to try and work out sone arrangenent.

BILL HARRIS: So technically it's not..it's
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unl eased?

BENNY WAMPLER: Put it on B-3 is...as parties not

reached agreenents.

BILL HARRI' S: Not reached an agreenent, | guess

that’s where we---.

BENNY WAMPLER: That’s how we’d handle it.

BILL HARRI' S: Yeah. Ckay. GCkay. Just alittle

questi on.
TIM SCOTT: Yes, sSir.

BILL HARRI'S: Your AFE, and then | guess this is a

pet thing of mine is trying to find the depth and finally
under footage drilling 5,970, you know, | always |ike to see
t hat sonmewhere very prom nent up above.

PETER BACON: Ckay.

BILL HARRIS: And | see there is no place for it but

there is a place for water depth.

PETER BACON. For what, water depth?

Bl LL HARRI S: Water depth, yes.

BENNY WAMPLER. Ri ght hand col umm.

BILL HARRI' S: Ri ght hand colum at the top under

budget year 2005.
PETER BACON. Well, it...it probably would be nore

appropriately put under that colum there TVD, you know,

131



© 00 N o o b~ w N P

NNNNDN R R R R R R R R R
A W N b O © 00O N O O b W N — O

)
1

total vertical depth and nmeasured depth.

BILL HARRI S: Oh, that’s---.

PETER BACON: And I...I’'11 instruct our engineering

departnment to start putting themin that col um.

BILL HARRI S: That woul d be hel pful but...but now

I'm curious about water depth. 1Is that where you, you
know- - - ?

PETER BACON: EOG Resources is also involved in

of fshore @Gulf of Mexico and so this is the uniform--.

BILL HARRI'S: Ch, okay. Sort of a generic formthat

you’ re using?

PETER BACON. Kind of a generic form yes.

BILL HARRI'S: Right. Thank you.

BENNY WAMPLER. O her questions from nenbers of the

Boar d?
(No audi bl e response).

BENNY WAMPLER: Do you have anything further?

PETER BACON: No, sir.

BENNY WAMPLER: |Is there a notion?

JIM McINTYRE: Motion to approve.

DONALD RATLI FF: Second.

BENNY WAMPLER: Motion to approve and second. Any

further discussion?
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members.

(No audi bl e response).

BENNY WAMPLER: All in favor, signify by saying yes.

(Al nmenbers signify by saying yes).
BENNY WAMPLER: Qpposed, say no.

(No audi bl e response).

BENNY WAMPLER: You have approval

PETER BACON:. Thank you very much.

BENNY WAMPLER: Thank you. One other item Board

There’s minutes from the June meeting. They’ve

been previously distributed. 1Is there any corrections?

MASON BRENT: M. Chairman, | nove that we approve

the m nutes as distri buted.

second?

BENNY WAMPLER: Motion for approval. |s there a

DONALD RATLI FF: Second.

BENNY WAMPLER: Any further discussion?

(No audi bl e response).

BENNY WAMPLER: All in favor, signify by saying yes.

(Al nmenbers signify by saying yes).
BENNY WAMPLER. (Opposed, say no.

(No audi bl e response).

BENNY WAMPLER: You have approval. M. WIlson, do

you have anything el se?
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BOB WLSON: No, sir.

BENNY WAMPLER: This hearing is closed. Thank you.

STATE OF VIRG NI A,
COUNTY OF BUCHANAN, to-wit:

|, Sonya Mchelle Brown, Court Reporter and Notary
Public for the State of Virginia, do hereby certify that the
foregoi ng hearing was recorded by me on a tape recording
machi ne and | ater transcri bed under ny supervi sion.

G ven under ny hand and seal on this the 8th day of

August, 2005.

NOTARY PUBLI C

My conmm ssion expires: August 31, 2009.
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